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ASSETS 


Cash, Balances with Banks 


Money call 
Govt. semi-Govt. Se- 
Invest- curities Treas 
ments Bills 


Other Securities 
Contango, Advances Securi- 
ties Loans 
Bills receivable 


Sundry Accounts 
Premises, Furnitures Fixtures 


Customers’ Liability for Gua- 
rantees Acceptances 


Securities deposited Third 

Special guaranteed Accounts 

Staff Assistance Retirement 
Fund Securities deposited 
the Bank Guarantee 


(Lire) LIABILITIES 
Ordinary Reserve Fund 
6,375,000,000 
Deposits Current Accounts 561,268,819,358 
Cheques Circulation (assegni 
268,598,211,619 Bills for collection 40,252,261,494 
Guarantees Acceptances for 
Staff individual Retirement Ac- 
unearned Income 
763,842,125,268 
763,842,125,268 
193,863,338,233 Depositors Securities 193,863,338,233 
11,652,562 Accounts guaranteeing special 
Bank’s Securities guaranteeing 
Staff Assistance Retirement 


AUTONOMOUS SECTIONS FOR SPECIAL CREDITS 


SECTION FOR CREDIT MEDIUM AND 
Capital, Reserves and Government Guarantee Fund 


SECTION FOR HOTEL AND TOURIST CREDIT 
Aggregate Capital and Reserves 759,824,852 


SECTION FOR CO-OPERATIVE CREDIT 
Capital and Reserves 2,627,066,577 Government Guarantee 2,000,000,000 


SECTION FOR MORTGAGE CREDIT 
Aggregate Capital and Reserves 1,375,803,594 


SECTION FOR CINEMA CREDIT 
Aggregate Capital and Reserves 822,369,702 
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SUMMARY 


The theory the multiple creation bank deposits, which has been repeatedly 
explained and proved, has now secured general acceptance and therefore longer 
problem for economics. recent years discussion the creation bank money has 
dealt mainly with the nature and statistical measurement the various factors determin- 
ing the volume deposits. (See this Review: Amedeo Gambino Liquidity the 
Economy and the Banking System No. 18, 1951; Money Supply and Interest Rate 
Recent Macro-Economic Conceptions No. 30, 1954; and Erich Schneider Money 
Supply and Interest Rate Recent Macro-Economic Conceptions: Comment No. 31, 

his article The Determinants the Commercial Banks’ Credit Potential 
Mixed Money System Prof Erich Schneider takes this question again with view 
deducing, means series equations, the level credit potential the 
commercial banks, the maximum volume credit which the banking system can 
grant without recourse the Central Bank; defines the respective roles the Central 
Bank, the commercial banks and the non-banks determining variations banking 
deposits and recalls the efforts made far measure these factors, the statistical dif- 
ficulties involved and the methodological assumptions. for the Federal Republic 
Germany, the author points out the steadiness the ratio between bank notes and sight 
deposits from 1949 1954 and deduces that ... substance the variations the credit 
potential the commercial banks must attributed solely changes the amount 
the surplus cash and the minimum reserve ratio Even if, however, the figures 
for this ratio were not constant, this would not, the author’s opinion, mean that non- 
banks could frustrate the Central Bank’s credit policy. fact, every variation the 
preference for sight deposits against notes shown the non-banks could offset 
the Central Bank through open market operations and changes minimum reserve 
requirements. Consequently Prof. Schneider led reaffirm the general validity 
the keynesian assumption, that all cases the Central Bank and remains the con- 
troller the credit system and the volume credit. exclusively within the 
Central Bank’s power determine the extent which will give the banks surplus 
cash take away from them 


Taxes motor vehicles may, within certain limits, regarded charges for the 
use the roads. This the approach followed Dr. Francesco Forte his article 
Motor Vehicle Taxation Pricing for Highway Services: Some Theoretical Notes 

The Author tentatively groups the taxes question into four categories according 
the degree which they conform his definition, and then concentrates mainly 
the first two taxes which seem offer easier means devising charge for the use 
the roads: the fuel tax and the vehicle licensing duty. This study leads him con- 
clude that the arguments favour the fuel tax (ease and low cost collection, relation 
the tax the use made the vehicle, etc.) are more important the case low 
income countries than those where the average income high, although his con- 
clusions regards Italy considers that the relative weight assigned the vehicle 
licensing duty compared with the fuel tax exceptionally slight. 

After dealing briefly with the other taxes motor vehicles, the Author the 
one hand defends the extension tolls for the use the other 
regards the conception the universal budget out date and argues favour 
creating special funds based motor vehicle taxes and earmarked for road works. 


Prof. Bandini had already discussed land reform Italy this Review (1952, 
Page seq.) article setting out the relevant historical reasons and legislative 
provisions. The article Land Reform Italy 1955 Jane Perry Clark Carey and 
Andrew Galbraith Carey this number recapitulates the main measures passed 
Parliament and brings the ‘statistics for land reform date (summer 1955). 
then seeks draw provisional balance sheet what has far been achieved 
this field and examines the main problems involved whether technical and economic 
social and human nature. 


The rapid progress the technology the field office machines and computers, 
affords new opportunity for the banks reorganize their working systems. recent 
years punched-card equipment has made long strides bank methods substitute 
for office and accounting machines, and now variety electronic applications are 
speedily gaining ground, while others, even more comprehensive and far-reaching, loom 
the horizon. This fluid situation raises complex problems organization and costs, 
which can only satisfactorily solved systematic planning and which involve weighty 
policy decisions, for which the management the bank must necessity rely heavily 
the judgement skilled experts methods and analysts costs. 

Dr. Pietro Castiglioni’s paper Planning the Mechanization the Bank has 
two-fold purpose: (a) outlines the sort coordinated planning necessary reach 
the best decisions and shows that these can, general, only obtained the use 
large digital electronic computer; (b) defines the type information which 
planning should based. 


** 


Banks Issue the Century», Prof. Giannino Parra- 
Emissione Italia nel secolo XIX, Torino, U.T.E.T., 1953, pp. 436. the basis 
Prof. Nardi’s analysis, Prof. Parravicini briefly summarises the vicissitudes Italian 
banks issue the organisation the Bank Italy 1893, and illustrates the 
difficult process centralization the note issue, which ended only 1926 when 
monopoly powers were conferred the Bank Italy. 


The Banca Nazionale del Lavoro assumes responsibility for opinions facts stated authors 
whose contributions are published the present Review. 
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Ufficio Studi, Roma, Via Vittorio 119. 
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The Determinants the Commercial Banks’ Credit Potential 


Mixed Money System 


For the purpose the present study 
mixed money system taken mean 
monetary system which Central Bank 
money (comprising notes and deposits 
the Central Bank) and sight balances (demand 
deposits non-bank customers (the public 
and the State) the commercial banks (which 
may called commercial banks’ deposit 
money) serve payment media, while Central 
Bank money the sole ultimate legal tender. 
speak single-tier mixed money system 
when the credit apparatus consists single 
Central Bank and group commercial 
banks. 

The credit apparatus most countries 
nowadays corresponds the pattern the 
single-tier mixed money system. There 
exception the case the German Federal 
Republic, which has two-tier mixed money 
system. This system comprises number 
Landeszentralbanken (namely Landeszentral- 
banken) and the Bank deutscher Linder, 
which superior them and has the sole 
right issue bank notes; the Bank deutscher 
however does not issue these bank 
notes itself, but puts them into circulation 
through the Central Banks. Just the com- 
mercial banks keep accounts the Landes- 
zentralbanken, these latter keep accounts 
the Bank deutscher and just 
the public borrow the banks, 
the Bank deutscher Lander the 
Landeszentralbanken. are direct 
dealings between the Bank deutscher Linder 
and the commercial banks. Relations between 
the commercial banks and the Bank deutscher 
Lander exist only through the Landeszentral- 
banken. There are however direct banking 
relations between the Bank deutscher 
and the Federal Government. 

The difference between the West German 
two-tier system and the one-tier system 


other countries however only organ- 
isational kind. From the point view 
credit policy the credit apparatus the Ger- 
man Federal Republic works like one-tier 
system. 


Let now consider what extent 
the system commercial banks the one- 
tier mixed money system can grant credits 
nonbanks without resorting the Central 
Bank. The question thus not what amount 
credits fact granted given period 
without resort the Central Bank. What 
want know the credit potential the 
commercial banking system, that say the 
maximum volume credit which can grant 
without recourse the Central Bank. 


considering this question shall 
start from the assumption that the banks are 
required keep certain minimum reserve 
ratios the form sight balances the 
Central Bank (1). 

Let call the minimum reserve ratio 
the percentage being expressed the form 
fraction; and let call the sight liabilities 
demand deposits commercial bank 
Then sight balances the extent least 
r.D will have kept the Central 
Bank (2). 

Now once clear that any individual 
commercial bank can grant fresh credits with- 
out resorting the Central Bank only its 
stock Central Bank money, that its so- 
called cash reserve (Barreserve), exceeds the 
other words the commercial bank has its 


(1) The deductions are also valid the commercial banks 
maintain certain reserve ratios matter habit. 

(2) the German Federal Republic this required minimum 
reserve has attained the average the month. 
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disposal surplus cash, the amount that sur- 
plus cash being determined the difference 
between the cash reserve and the minimum 
reserve requirement. Evidently the size the 
surplus cash determines the maximum amount 
which the individual bank can grant 
fresh credits (always course without resort 
the Central Bank). This maximum amount 
what call the credit potential the 
margin credit grantable the 
commercial bank. The bank question can 
course widen that margin rediscounting 
bills taking loans the Central Bank. But 
the consent the Central Bank will always 
prior requirement for such enlargement. 
Without resorting the Central Bank the 
individual bank can grant credits only 
the amount its surplus cash. 


modern credit theory that the commercial 
bank system, the sense the whole body 
commercial banks, can build the basis 
given amount surplus cash volume 
credit equal several times that amount. 
This process, known the multiple creation 
deposit money, has been described often 
that there need into the actual 
process this study (3). Let call the sur- 
plus cash existing the commercial bank 
system, the sense the total the 
amounts surplus cash the individual 
commercial banks, the minimum reserve 
ratio where and the fraction 
the newly granted credits which the borrowers 
withdraw Central Bank money and which 
remains the hands the public where 
Then the limit for the expans- 
ion credit the commercial banking 
system will given by: 


simple deduce this relation. use 
the following notations: 


surplus cash the commercial bank 
system; 


(3) For full description the process see ex. 
die Wirtschaftstheorie, Volume 2nd Edi- 
tion, 1953, page ff. 


the maximum volume credit which 
can created the basis this sur- 
plus cash; 

Central Bank money and remains 
among non-banks; 

form sight balances the commer- 
cial banks; 

the part the excess cash remaining 
the commercial bank system (that 
say, the cash reserve which has 
held against D); 

the percentage ratio cash out-pay- 
ments the credit granted; 

the minimum reserve ratio the com- 
mercial banks. 

Between these quantities now have 
the following relations: 


[2] 


[3] AD+AN 
[4] AZ=r. 


The question now what values 
AD, and must have for given 
values AZ, and that say, what 
the maximum volume credit and deposits 
that can created with given surplus cash, 
given payment habits among the public, and 
given minimum reserve ratio for the com- 
mercial banks. further question how the 
surplus cash originally present will distri- 
buted between banks and non-banks, when 
the credit potential fully used. 

using [2] have from [3]: 


[6] AD= AL. 
Similarly have from (5): 

[7] AZ= AL. 
And from [4] follows that: 


- 
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For follows from [2] that: 


[9] AL= 


AN= 


For now have from [3], using 
and 


The matter may made clearer numeric 
example. Let Z=110; and 
Then the credit potential the banking sys- 
tem will be: 


Where full use made the credit potential, 
there will come existence 
commercial banks new demand deposits 
amounting to: 

AD= 110=100 

The amount Central Bank money lost 
the banking system will be: 


AN= 110=100 

The remainder the original surplus cash, 
namely DM, remains the banking system 
minimum reserve against the new volume 


deposits. 


can easily shown, the rela- 
tion [1] the relation [11] deduced from 
identical with relation [d] deduced Pro- 
fessor Gambino page 118 No. 
this Review for September, 1954 (4). Let 
take denote the ratio AD: 


12| 


(4) Money Supply and Interest Rate Recent 
Conceptions, loc. cit., page 111 ff. 


then follows from [4] and [12], 
addition, that: 


AN+AZ 


or: 


[13] 


This relation, which relation page 
118, loc. cit., can readily carried over into 
our relation [11]. need only observe 
the fact that the following relation exists 
between and 


take the value for out [14] and put 
into [13], have once our relation [1]. 

Similarly one obtains from the relation [1], 
the use the equation: 


AL= 


Before draw further conclusions 
from these relations, must once again 
pointed out with empnasis that the equa- 
tions [1] and [15] indicate the credit potential 
and not the actual volume credit. They 
merely state the limit which the com- 
mercial bank system one-tier mixed 
money system can grant credits without resort- 
ing the Central Bank. This does not mean 
that for given values AZ, and (or 
credits will granted that extent. The 
degree use which will made the credit 
potential the banking system also depends 
the credit conditions (price credit etc.) 
and the behaviour bank customers. 
there are customers who want borrow 
banks the given conditions, then even 
the greatest credit potential the commercial 
banks will remain unused. the other 
hand, the credit potential can enlarged 
beyond the limit stated recourse 
the Central Bank through the discounting 
bills and/or the taking advances. The ex- 


(5) The equations [13] and [15] have already been given 
Volume 1933, page 
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tent which such recourse the Central [1] will always greater than indi- 
Bank may possible will course deter- what the maximum volume credit 
mined the Central Bank alone. which can built the commercial bank 

Similarly the relations [11] and through multiple creation deposit 
not indicate the actual volume deposits surplus cash amounting DM. 
the commercial banks for given ‘values describe this factor the money-creation 
and (or k), but the maximum volume multiplier the commercial bank system. 
deposits which will formed the banking and contain the values the 
system where full use made the credit money-creation multiplier for various values 
potential. and Fig. shows the relation 
between and for various values 
immediately apparent that the greater 
the smaller and will be. 


Since [1] and are always posi- 
tive and lie between and the factor: 


FOR ALTERNATIVE VALUES AND 


10,000 5.000 3-333 2.500 2.000 1.666 1.429 1.250 1,000 
2.702 2.273 1.961 1.538 1.389 1.266 1.163 1.075 1.000 


FOR ALTERNATIVE VALUES AND 


0.0 0.0 3.000 2.000 1.500 1.200 1.020 1.010 1.0 
0.4 2.500 2.200 1.667 1.429 1.250 1.058 1.012 1.006 
0.6 1.667 1.572 1.364 1.250 1.071 1.038 1.008 1.004 1.0 
1.0 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.0 
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can easily seen, the deposit mul- 
tiplier [13] [11] may assume 


all positive values. may smaller greater 
than and may also equal 

What course special interest from 
the economic point view the credit poten- 
tial the commercial bank system. shall 
therefore deal mainly with this point. Apart 
from this the maximum volume deposits 


Fig. 
THE MONEY-CREATION MULTIPLIER 

FUNCTION THE RESERVE REQUIREMENTS, 
GIVEN DIFFERENT PAYMENT HABITS 


60 


MONEY- CREATION MULTIPLIER © 


ree[t-r] 


MONEY -CREATION MULTIPLIER 


N 


and the credit potential are closely related. 
From [13] and [15] follows that: 


AD_ 


Thus the volume deposits corresponding 
any given credit potential always smaller 
than that credit potential. The ratio 
depends only and becomes smal- 
ler becomes greater. 


From the relations [1] [15] and 
[13] can now immediately see 
what are the factors determining the credit 


potential and also the absolute magnitude 
the corresponding volume deposits the 
commercial bank system. These factors are: 


(a) the excess cash the commer- 
cial bank system; 


(b) the minimum reserve ratio 


(c) the payment habits non-bank cus- 


These three quantities give the factors which, 
Gambino rightly points out (6), directly and 
explicitly determine the credit potential and 
the corresponding volume deposits. Let 
consider these quantities little more detail. 


(a): all banking systems which 
have their disposal the instrument open 
market policy, the excess cash fixation 
parameter the Central Bank. buying 
selling fixed interest-bearing securities 
the open market the Central Bank can increase 
reduce the quantity Central Bank money 
present the commercial bank system, and 
can thereby vary the amount the surplus 
cash accordingly. 


the German Federal Republic the Central Bank 
allowed conduct such open market operations 
only the money market, that say the 
market for Central Bank money where the banks 
appear with offers and demands (7). the Bank 
deutscher states its Report for the year 1954, 
the possibility affecting the course money mark- 
rates through open market operations has however 
been comparatively slight far, because the Central 
Banking System had available only very small quan- 
tity suitable securities (8). only since 15th 
May 1955 that the Bank deutscher has been 
able for the purpose regulating the money market 
put into circulation total 2,000 mil- 
lion either Treasury Bills bearing 
Treasury Bonds the Federal Governinent, may 
required, the latter run for periods two 
years Such securities are bought and sold 
flexible rates which the Bank deutscher Lander fixes 
from time time. this way the Bank deutscher 
liquid funds the points where such funds initially 
accumulate (10). Thus the Bank deutscher Lander 


(6) loc. page 118. 

(7) Article the Law concerning the Establishment 
the Landeszentralbanken. 

(8) loc. cit., page 54; see also pages 22-23. 

(9) Monthly Report the Bank deutscher for May, 
1955, page (page number and quotations are those the 
Enghish version the Reports). 

(10) Report the Bank deutscher Lander for the Year 1954, 
pages 23-24 (of the English version). 
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can influence not only the periodical fluctuations 
money market (this being the interest-effect its open 
market operations), but also the quantity Central 
Bank money the banking system (this being the 
quantity-effect those operations). conjunction 
with the policy minimum reserves the Bank deut- 
scher accordingly has its hands two very 
effective instruments, which might readily supplement 
one another (11), for the purpose controlling the 
credit potential the commercial banks. 
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standing fixed relation their borrowed funds. 
The level the minimum reserve ratios and the 
method holding those reserves are laid down 
the Board Directors the Landeszentralbank 
according regulations enacted the Board Direc- 
tors the Bank deutscher Lander. Table below 
shows what the minimum reserve ratios have been 
since 1948, which connection should borne 
mind that from May, 1952 the reserve ratios 
have been differentiated according the amount 


RESERVE REQUIREMENTS 
Sight Liabilities 
} 
ble Reserve Class (a) Reserve Class (a) sits 
percent the Liabilities subjeet the Reserve 
1948 i | 
June 
| 1950 { | 


(a) Since May 1952 the credit institutions have been graded follows, the amounts representing the totals their liabi- 
lities (other than savings deposits) subject the reserve requirement: 


Millions 


Reserve Class and over 
» » 3 » I0 » » 50 


(b): The minimum reserve ratio 
also fixation parameter for the Central Bank- 
ing System. 


Under Article 14, paragraph the Landeszen- 
tralbank-Law required the German Federal 
Republic that credit institutions which have their head 
office branch within the Land question shall 
keep the Landeszentralbank 


(11) Report the Bank deutscher for the Year 1954, 
page (of the English version). 


Millions 


» » 5 
under 


Reserve Class 


» 


» 


the credit institutions’ liabilities carrying the reserve 


Relation [16] immediately shows 
other things being equal, the credit potential 
the commercial banks will reduced 
raising the minimum reserve ratio and 
increased lowering that ratio. 


parameter non-bank customers. indicates 


The Determinants the Commercial Banks’ Credit Potential Mixed Money System 129 


what percentage ratio the credits granted 
the commercial banks withdrawn the bor- 
rowers Central Bank money and remains out- 
side the banks. The size shows how any 
change the quantity money outside the 
banks distributed between notes (and coin) 
the one hand and sight balances the 
commercial banks the other. Both these 
quantities, which indicated above are closely 
related each other, reflect whatever prefer- 
ence may shown non-banks the 
way which they hold their cash. For given 
reserve ratio the value determines 
the money-creation multiplier; and consequ- 
ently, for any given excess reserve, indicates 
the credit potential the commercial bank 
system. The more widespread the cashless 
method effecting payments (bargeldloser 
Zahlungsverkehr) any country, the smal- 
ler will be, and the greater will the 
money-creation multiplier for given reserve 
ratio The non-banks can accordingly affect 
the credit potential the commercial bank 
system through variations 


number attempts have been 


(a) According Keynes, Governor Strong 
estimated (12), «in his evidence before the 
U.S. Congress Committee Stabilisation, that 
the increment cash circulation the 
United States about per cent the incre- 
ment demand deposits, and the reserves 
per cent the demand deposits Keynes 
then adds: these figures are correct, 
injection additional resources (in cash 
Central Bank money) will lead ultimate 
increase demand deposits equal 3.3 times 
the amount the additional resources 
According Strong’s estimate the position 
was therefore that: 


and accordingly 


(12) Keynes, Treatise Money, Volume Lon- 
don, 1930, page (Italics are mine). 


(b) 1932, the course investiga- 
tion the orders magnitude the German 
monetary system (13), Marschak and 
Lederer calculated values for the quantities 
that are relevant for this purpose. Let call 
the amount cash held credit institutions 
and non-banks respectively and and 
the sight balances non-banks credit 
institutions this basis Marschak and 
Lederer found for Germany 1929/30: 


from which follows that: 
and 


(c) 1934 Meade made some further 
measurements for Great Britain for the period 
1925 1930 study entitled The Amount 
Money and the Banking System» (14). 
The quantity measured Meade 
and his measurements yielded the following 
results 


N+D 

0.18 
0.15 
Average 0.137 0.16 


Thus the values and show 


slight fall. 
can easily verified, where other 
things are equal such small variations have 


deutschen Geldsystems, Archiv fiir Sozialwissenschaft und 
Sozialpolitik Volume 67, 1932, page 385 ff., especially 
page 400. 

(14) Economic Journal Volume 44, 1934, page ff. 
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material influence the credit potential 
the corresponding volume deposits. 


(d) attempt measure the preference 
shown non-banks between deposits the 
commercial banks the one hand and notes 
and coin the other has recently been made 
Gambino for the period from 1947 
1951 Italy (15). However, the values which 
finds for being the ratio absolute 
volume deposits the amount bank 
notes the hands the public, cannot 
used for the relations which are here 
considering because Gambino evidently inclu- 
des not only the slight deposits but also 
the time and savings deposits (16). 


connection with the evaluating 
these measurements within the framework 
our inquiry there important point 
bear mind. one has answer the ques- 
tion what the maximum amount credits 
which the commercial bank system can grant 
the basis specified surplus reserve, the 
only thing which important for 
know how the quantity additional money 
that arises among non-banks when credit 
granted will distributed between notes and 
coin the one hand and sight balances 
the commercial banks the other. The value 
marginal and not absolute quantities. Re- 
garded this light, therefore, only Strong’s 
statement would meet our requirements, while 
Meade’s measurements, representing they 
quotients between total quantities, appear 
not relevant the size the credit 
potential. Such conclusion would however 
over-hasty. Fig. the N-curve 
intended represent the movement func- 
tion time the note and coin circulation, 
while the represents the move- 
ment function time the money supply 


Italia, Moneta Credito No. 24, 1953; see also 
loc. cit. 

(16) page 116 article Money Supply 

and Interest Rate Recent Macro-Economic Conceptions, loc. 
expressly stated that time deposits and savings 
deposits are included among the latter deposits 
whole »). This inclusion the savings and time deposits 
doubt accounts for the extremely great variation the 
quantity which Gambino observed for Italy the course 
the period. 


the sense the note and coin circulation 
plus sight deposits commercial banks, 
find these the statistics. immediately 


clear that the ratio will all times afford 
information the way which cash 


held outside the banks. That ratio fact 


shows what part the cash non-banks 
held notes (and coin), and what part 


Fig. 
QUANTITY MONEY CIRCULATION 
OUTSIDE THE CREDIT INSTITUTIONS 


TOTAL VOLUME OF MONEY (NOTES 
AND COINS IN CIRCULATION + 
SIGHT DEPOSITS) 


AND COINS 
CIRCULATION 


curve: total volume money (notes and coins 
circulation sight deposits). curve: notes and coins 
circulation. 


held sight balances the commercial 


accord- 


banks. The quotients and 
N+D 


ingly express, any given time, the prefer- 
ence between the two possible methods 
holding cash. economy where the cash- 
less payment system well developed the 


quotient will course smaller than 


one where less developed. There can 
therefore doubt that payment habits too 


flected the val and 


all events not unfair assume that people 
who take credits around that time will 
the whole dispose the proceeds approxi- 


mately the same ratio. This the other 
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Fig. 


NOTES AND COINS CIRCULATION OUTSIDE 
THE CREDIT INSTITUTIONS THE GERMAN FEDERAL 
REPUBLIC FROM 1948 1954 


MILLIARZOS OF OM 


hand cannot said regard the ratio 
the note and coin circulation and 
denotes the change the quantity money 
among non-banks the short period 
can once seen that this ratio cannot ex- 
press the payment habits the short period 


where denotes the change 


Fig. 


SIGHT DEPOSITS ENTERPRISES (PRIVATE PARTIES 
AND PUBLIC AGENCIES) THE BANKING SYSTEM 
THE GERMAN FEDERAL REPUBLIC (1948-1954) 


that considered. One need think only 
the case which the money supply con- 
tinuously rising, while the note circulation 
the other hand remains constant. The quo- 


tient would then continuously 


constant. would fact zero, and accord- 
ingly indicate constant payment habits, whe- 
reas obviously the preference non-banks 
would have moved favour cashless trans- 


fers. this case one were select 
A(N+D) 
then this would mean that people who took 
newly granted credits were disposing them 
entirely cashless form conclusion which 
obviously cannot drawn from the fact that 
the time series diagram for any period 
which can regarded usable must there- 


Fig. 


GERMAN FEDERAL REPUBLIC (1948-1954) 


fore the ratio between the absolute quanti- 
the other, given the statistics. 


11. the light these considera- 
tions that and have been calculated below 
for the German Federal Republic the period 


Fig. 


N+D 
REPUBLIC (SEPTEMBER 1948 DECEMBER 1954) 


QUANTITY MONEY OUTSIDE THE CREDIT INSTITUTIONS THE GERMAN FEDERAL REPUBLIC; 


Notes and coins Sigh 
1949 Jan. 8,261 0.72 0.42 
Feb. 5,962 8,487 0.70 0.41 
March. 5:935 8,637 0.69 0.41 
April 6,077 8,930 0.68 0.41 
May 6,093 8,972 0.68 0.41 
6,417 0.68 0,41 
6,536 9-605 0.68 0.41 
6,769 10,149 0.67 0.40 
6,670 10,269 0.65 0.39 
Feb. 7,000 10,134 0.69 0.41 
March 7,148 10,201 0.71 0.42 
April 10,330 0.71 0.42 
7,168 10,712 0.67 0.40 
11,409 0.63 0.39 
June 11,773 0.66 0.40 
11,743 0.68 0.41 
8,331 12.090 0.69 0.41 
8,656 11,955 0.72 0.42 
8,562 12,491 0.69 
8,778 13,083 0.67 0.40 
8,801 13,701 0.64 0.39 
1952 8,685 12,909 0.67 0.40 
April 12,750 0.72 0.42 
9,365 12,688 0.74 0.43 
13,137 0.72 0.42 
13,191 0.72 0.42 
1953 10,089 14,406 0,70 0.41 
10,501 14,912 0.70 0.41 
10,564 15,236 0,69 0.41 
10,791 15,074 0.72 0.42 
10,859 15,649 0.69 0.41 
15,892 0.69 0.41 
11,149 15,783 0,71 0.41 
11,972 17,206 0.70 0.41 
1954 11,667 17,093 0.68 0.41 
11,885 17,188 0.69 0.41 
March 11,791 17,707 0.67 0.40 
12,035 17,625 0.68 
11,930 18,498 0.65 0.39 
12,581 19,056 0.66 0.40 
12,556 19,833 0.63 0.39 
12,781 21,169 0.60 0.38 
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from 1949 1954. Table contains Co- 
lumns and the amount the note and 
coin circulation, and the sight balances 
held non-banks the banking system, 
the form monthly figures. Columns and 
contain the calculated values for and 
Figs. and show the time series for the 
note and coin circulation (N), the sight de- 
posits business and private customers 
and public authorities the banking system, 
well the time series for the quantity 
(N+D). From Column Table and 
from Fig. can once seen that bet- 
ween September, 1948 and Decembre, 1954 
the value the German Federal Republic 
shows only slight variations around 0.4. 
are therefore entitled say that the aver- 
age the cash non-banks are kept 
the form notes and coin, and 
that sight deposits the banks. 
comparison with what Marschak and Lederer 
found for 1932 these has accordingly been 
some slight increase the preference for 
sight deposits against notes. For the Ger- 
man Federal Republic accordingly true 
say that the way which cash was held, 
and accordingly the value can regard- 
practically constant for the period con- 
sidered. Thus substance the variations 
the credit potential the commercial banks 
must attributed solely changes the 
amount the surplus cash and the mini- 
mum reserve ratio. The point Fig. 
shows the value the money-creation mul- 
tiplier for the German Federal Republic 
the present time (before Sept. 1955), with 
the minimum reserve ratio the average 
and 


12. any country the value does 
not show the same constancy that which 
have found for Germany the period 
considered, this does not course mean that 
the non-banks can frustrate the Central Bank’s 
credit policy varying their preference 
the way which they hold their cash al- 
ways presupposing, course, that the Central 
Bank has its disposal the appropriate means 
enforcing credit policy. The basis which 
the commercial banks grant credit always 
the existence surplus cash The mini- 
mum reserve ratio and the cash-holding 
preference determine what the maxi- 
mum volume credit that can built 
given amount surplus cash through the 
process multiple creation deposit money. 
which affects the credit potential 
direction not desired the Central Bank 
can offset the Central Bank through 
appropriate variation that surplus cash (say 
the use open market operations), and 
can further offset variation coun- 
tries where the minimum reserve ratio 
fixation parameter the Central Bank. 
all cases the Central Bank and remains the 
controller the credit system and the 
volume credit. exclusively within the 
Central Bank’s power determine the ex- 
tent which will give the banks surplus 
cash take away from them (17). 


SCHNEIDER 


(17) increased propensity save thus never ne- 
cessary prior condition for the granting fresh credits. The 
only thing required enable the commercial banks grant 
fresh credits the existence surplus cash the commercial 
bank 


Motor Vehicle Taxation Pricing for Highway 


Some Theoretical Notes 


Taxes motor vehicles, their 
ries and related economic activities can 
regarded within certain limits charges for 
the use roads. From this approach the 
present article sets out review taxes 
motor vehicles well any alternative 
additional tolls far they can said 
charges for highway services. 


These taxes may roughly divided 


into four main classes: 


General taxation with higher rate for 
road users, steeper rate valorem 
sales tax customs duty respect gasoline, 
diesel oil, lubricants, motor vehicles; 
higher charge for the grant renewal 
driving licences than the usual small fee for 
administrative services. 


Particular taxes goods needed 
road users which neither look like nor are 
levied like road charge but are regarded 
indirect taxes the light present-day 
financial practice, e.g. manufacturers’ specific 
excise duties gasoline, diesel oil, lubricants, 
tyres, accessories (such sparking plugs and 


the like). 


Taxes which not technically consti- 
tute charge levied for the purpose covering 
Government outlay, but which none the less 
are typical the charges motor vehicles. 
These include the motor vehicle licensing duty; 
the ton-mile tax; the tax gross weight 
carried; that net weight carried; the tax 
mileage; that the weight the vehicle 
multiplied mileage; the number seats 
per mile; the number occupied seats per 
mile; the gross proceeds tonnage per 
mile the gross proceeds passengers 
carried per mile; the tax the freight con- 
tract; etc. 


Finally, there are duties which can 
shown genuine charges for certain be- 
nefits provided the roads. Examples in- 
clude the taxes paid owners real estate 
given area for the building and main- 
tenance local roads; taxes vehicles which 
cause special wear and tear the roads; 
betterment taxes imposed landowners who 
have profited various degrees from public 
road-building programs; and charges (payable 
owners property) local authorities 
meet the current cost lighting and clean- 
ing the roads. 


The fuel tax and the motor vehicle 
censing duty. 


The easiest way obtain payment 
for highway services make motor vehicle 
users pay combination the fuel tax and 
licensing duty (1). These two taxes both have 


great advantages, and are, least some 
extent, complementary. 


Italy there tax the production mineral 
oils, rate 11,200 per 100 kg. gasoline, 6,000 
per kg. diesel oil, and 9,000 per 100 kg. lubricating 
oils. the financial year 1953-54 gasoline 106,500 
million, which was the total proceeds taxation 
mineral oils. During the same year diesel oil yielded 44,500 
million, the total takings. The ratio the gasoline 
tax the overall expenditure gasoline that year was 
58.7%; the corresponding ratio for diesel oil was and 
that for the two together was 57.3%. 

The vehicle licensing duty much less important. During 
1953-54 produced 18,800 million. The number vehicles 
the roads Italy during 1954 was follows: 744,000 cars, 
buses, 330,000 trucks, 33,000 trailers and 343,000 motor 
cycles, making total roughly million. The rates 
licence duty motor cycles and cars are based horse-power. 
For trucks, cycle trucks and vans well trailers used with 
trucks, this tax based the pay-load, while for buses 
based horse-power and, for trailers drawn buses, the 
number seats. these two taxes Italy, see the 
full study, containing much historical material value, 
Scotto, L’ordinamento fiscale Auto- 
mobilismo Industriale 1953, No. pages 9-40. 
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The fuel tax usually covers gasoline and 
diesel oil different rates. assumed 
that shifted the consumer (2), 
roughly proportionate the use the roads, 
since, clearly, between vehicles the same 
type, the greater the mileage, the higher the 
fuel consumed. 

The fuel tax, however, does not differen- 
tiate very effectively between different cate- 
gories vehicles. Thus, the fuel consump- 
tion does not increase proportion the 
weight and size the vehicle. addition 
there are certain features motor vehicles 
which there might differential 
charge but which are not accessible the 
fuel tax all, namely whether vehicles are 
luxe utility type, and whether they 
run regular routes, for account the 
owner for that another contracting par- 
ty; and whether they carry passengers 
goods. This tax particularly inadequate 
for dealing with vehicles which have trailer 
and which, although they take twice 
much road-space, not use twice much 
fuel. 

The fuel tax, too, hits users the worst 
roads hardest since such roads involve 
higher rate consumption fuel. This 
may especially unfortunate countries 
where there marked economic 
inequality between one area and another, 
Italy. frequently happens that the 
poorer regions not much spent the roads 
because the budgets the provincial and 
local authorities will not stand it, that the 
roads are antiquated and badly kept. Far 
from promoting use the roads such 
districts, the fuel tax penalises road users, 
placing them burden which many cannot 
carry. Moreover, the fuel tax may have 


(2) certain number American authors who base their 
statements partly inductive enquiry, say that the tax 
mineral oils borne the consumer. 

This question however not simple some people 
think. particular, mineral oils are produced basis 
joint costs and are only partly used, the case gasoline 
and diesel oil, for driving motor vehicles. part, they are 
substitutes for other sources power. Fuel oil, for example, 
competes with natural gas, coal and electricity. 

regards the effects taxes where there are possible 
substitutes see Fanno, Contributo alla teoria dell’offerta costi 
congiunti, Scritti vari Economia Finanza CEDAM, 
Padova, 1954. 


bad effect car design driving the 
makers produce vehicles with low fuel 
consumption solely for fiscal reasons. the 
other hand, the tax easy assess, and 
can collected the refineries which are 
usually few number. 

If, however, the fuel tax regarded 
charge for road service, distinction must 
drawn between gasoline and diesel oil used 
automobiles and that used for instance 
farms, for inland other shipping, aircraft 
and the like. Prime facie the best (3) method 
refund, production appropriate eviden- 
ce, people who consume gasoline and 
oil for specified purposes other than motor 
vehicles, tax the rate previously paid 
the producer. This method, however, suffers 
from serious defect. based the 
assumption that the fuel tax which refunded 
the consumer has been shifted him 
full the manufacturer, through the price 
increases passed the latter retailer 
and the retailer the consumer. That 
assumption however open doubt, both 
because every tax may have borne part 
the taxpayer legally liable, and also because 
the production costs mineral oils are 
joint, that does not follow that each 
individual product will bear the legal rate 
tax it. 

For these reasons, and for others which 
charge less fuel tax but make the 
difference means vehicle licence duty. 
the assumption that the taxpayer legally 
liable fact pays the duty, the latter can 
used discriminate between the various types 
vehicle such cars, trucks, trailer-trucks, 
buses and motor cycles, the light traffic 


(3) Italy the other hand the system exempt 
from tax these fuels which are intended for specified uses. 
Mineral oils, for example, are exempt when used for driving 
farm machinery; for driving rail cars and bogie trucks the 
state railways; when used merchant shipping and Govern- 
ment-owned harbours, and forth. well known that this 
system tends encourage fraud, since fuel exempt from tax 
diverted other illegitimate uses. According 
Motor Fuel Taxation the United States, the method refund- 
ing tax has given the whole better results than that 
exemptions, although would seem that the results question 
have not all cases come expectations. Crawford says 
that the problem how grant relief from fuel tax where 
the fuel not used motor vehicles the most perplexing 
problem the administration gasoline tax 
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policy and financial policy general. The 
licence duty however takes account the 
actual use made the roads individual 
owners. the one hand this may seem 
point its favour since will tend 
cause more use the capital sunk motor 
vehicles and the roads, and since makes 
allowance not only for actual use the roads 
but for their potential use. 

against this, however, the fixed charac- 
ter the licence duty may entail considerable 
drawbacks. the first place rather 
doubtful whether this kind duty effectively 
rations the traffic. may fact only 
limit the use the roads driving marginal 
vehicles off them, while not inducing the 
remaining cars use the roads less (4). Again 
the whole the charge for roads had 
met out the licence duty, people who 
not often use motor vehicles would tend 
avoid buying them, or, having bought 
them, might not use them 
year; the other hand, people who adjusted 
themselves this state affairs would 
unfairly penalised. Finally such duty would 
discriminate against conveyance goods for 
the owner’s own account, and would favour 
hauliers who make more intensive use 
vehicles. 


From the point view obtaining 
payment for road service, the arguments 
favour fuel tax against licensing duty 
seem the whole carry more weight 
country where average income low than 
one where high. 

The first reason that poor countries 
the collection taxes is, rule, rather 
inefficient. somewhat complicated licensing 
duty offers plenty loopholes; much more 
fact than tax mineral oils. the 
scale duty varies with the use. made 
vehicles, for instance carry goods for 
account the owner for account others, 
between rural areas, towns and forth, 
detailed administrative arrangements 
quired; and these will not always work well 


(4) The restriction traffic does not necessarily hit mainly 
those users who are poorest absolute terms, but only those 
who are the least favourable position each class. 


country where administrative machinery 
not very efficient. 

Moreover, where motor traffic not yet 
heavy, the tax which the most burdensome, 
and which most likely hamper its 
growth, precisely the licensing duty. 
amounts fixed burden which every owner 
motor vehicle has pay even makes 
limited use it. This burden course beco- 
mes less important when possession motor 
vehicle regarded necessity. that case 
the owner mainly concerned with running 
costs. they are high, owners may tend not 
use their vehicle for long journeys for 
purposes that are not strictly necessary. The 
fuel tax will then, its turn, become the 
greatest obstacle the expansion motor 
traffic. 

One advantage which claimed for the 
fuel tax that the cost collection low 
both for the collecting department and for 
taxpayers, while complicated work entailed 
and collection the case 
the licensing duty (5). should however 
observed that the cost collecting the licence 
duty, expressed percentage the yield, 
becomes much smaller the number 
vehicles becomes greater; this due the 
large proportion fixed overhead expenses. 
The relative cost also declines the sum 
collected from each vehicle user rises. The 
result that the cost collection great 
deal lower country where there heavy 
automobile traffic, whereas may quite 
prohibitive unmechanised country (6). 
Finally where people are generally wealthier 
less difficult collect from them large 


(5) According Crawford, for example (loc. cit., page 32) 
the costs collecting fuel tax the United States 1937 
were the average 0.70%, varying different states from 
3.50%. states they were less than 0.50%. 
1947-48-49, according the Bureau Public Roads, 
Highway Statistics (1947, page 24; 1948, page 38; 1949, page 
34), the costs collecting the Federal tax fuel ranged 
from 0.81% 0.85%. the same source (1947, 
page 25; 1948, page 39; 1949, page 35) the cost collecting 
the Federal vehicle licensing duty was the three years 

(6) against this the administrative work connected with 
exemption from the licence duty great value for control 
the traffic and for the taking censuses connected with 
motor vehicles. Great value must attached such data 
the present age, when the use motor vehicles 
widespread. 
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sum licence duty each time. Where people 
are poor may more advisable charge 
higher prices for the fuel, thereby includ- 
ing the many small taxes. The argument 
for this arrangement both psycological and 
financial. 

The respective advantages the two forms 
tax are also affected number factors 
independent the number vehicles use 
and the growth average incomes. 
the one hand there the average size the 
amount which desired collect each 
vehicle; and the other, there the per- 
centage ratio fixed overheads the total 
cost the vehicle. fact the fixed charge 
kept within moderate limits relation 
the total cost running the vehicle, the 
adverse effects may negligible, whereas, 
the charge very high, may have deterrent 
effects. the other hand, vehicle total 
costs already include high proportion 
fixed overheads, any increase them due 
the licence duty may prove especially burden- 
some. 


tax can, however, complete unless 
made clear what type licensing duty 
adopted. Especially the case marginal 
users, important know whether the rates 
have been graded relation the presu- 
mable cost running the various types 
vehicle and/or their carrying capacity. For 
automobiles and motor cycles the criterion 
adopted often that cylinder capacity 
cubic centimetres horse-power. For 
trucks and trailer-trucks more usual 
take the gross weight, else the pay-load, 
which appear the whole fairer. 
true that the more highly powered automo- 
biles usually run higher speed, with 
greater ease and the possibility doing longer 
journeys, and on. Besides, not 
sonable assume that the presence high- 
speed vehicles obliges the public authorities 
built dearer roads, since the overall risk 
accidents would otherwise greater. 

There are however number possible 
objections the criterion cylinder capacity 
and horse-power. have already men- 
tioned the distorting effect motor design. 


Nor always the most expensive vehicles 
that are the most powerful. They often have 
medium cylinder capacity, but specially 
well built engine, high quality coachwork, 
and are remarkable for their elegance and 
modern design. Finally where rate tax 
based horse-power does not decrease with 
age and wear, the owner will try get rid 
the vehicle far sooner than would otherwise 
the case. 

For passenger cars sounder criterion 
probably that the purchase price the 
vehicles, weighted factor taking account 
its age approximate the current 
value, since probable that the price 
the vehicle better guide the value 
attached the owner the use the roads 
than the power the engine. true that 
this criterion takes acount the other ele- 
ments running costs; but the major expense 
item, i.e. fuel, already covered the fuel 
tax. 
Maximum fully loaded weight offers 
inferior criterion for passenger cars. After all, 
not always the heaviest vehicle that tvavels 
fastest, while the other hand the vehicle 
which exceptionally slow and holds the 
traffic may relatively light. addition this 
criterion neglects the age and hence the de- 
cline value the vehicle. 

Similar remarks apply the criterion 
carrying capacity, expressed the weight 
the passengers and luggage that the car can 
carry, and that the net weight the 
vehicle. The latter, moreover, has not even 
the advantage offered the former (carrying 
capacity), taking account the 
number people who can obtain service 
from the vehicle. 

For trucks and trailer-trucks, the other 
hand, the criteria gross weight and pay- 
load seem the whole satisfactory (7). Maxi- 


(7) The criterion pay-load better indication, than that 
gross weight, the advantage derived the process the 
conveyance goods. fact fair assume that vehicle 
with larger capacity carries greater quantity goods, and 
therefore that the total value its load greater. regards 
the conveyance goods motor vehicles, however, this 
criterion open much greater criticism than the case 
the railways, because the latter case goods small 
value are more frequently carried, where the weight. represents 
important element the value the transport service for 
equal distance run. 
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mum loaded weight fact reflects fairly 
accurately wear the road, and also the 
road-space taken up, which greater for 
heavier vehicles which have larger volume 
and lower speed. view the great 
divergence maximum loaded weight 
between various goods-carrying vehicles, 
clearly desirable differentiate between them, 
regards taxation, proportion road 
costs. This consideration may, however, not 
relevant the case passenger cars, 
which not rule vary greatly 
weight. 

For buses the number seats may provide 
particularly useful criterion, because this, 
while directly related the value the 
roads operators also some degree 
related the size the vehicle and hence 
the wear the roads, measured its 
weight and the road-space which occu- 


pies (8). 


Other taxes motor vehicles. 


The other taxes relating motor 
vehicles are general much less important 
than the fuel tax and the licensing duty. Yet, 
charges for highway services, they have many 
advantages, which are probably under-valued 
because the people who frame tax legislation 
are hardly aware this economic aspect 
the subject. the other hand application 
large scale these taxes subject 
technical objections which are hard over- 
come even with good civil service. 


all these minor taxes the most 
important one the ton-mileage tax. has 
the advantage applying trucks and 
trailer-trucks proportion the amount 
highway services which they require each 
year, since this fairly well expressed the 
ton-mileage. The effect thus cover the 
gap left the fuel tax, which, will 
remembered, does not obtain payment for 


(8) Many other types vehicle licence duty are conceivable 
and have fact been applied, based other criteria 
the combined use two more the main criteria. Among 
the countries which have and are likely continue have 
especially complex scales vehicle licence duty are the United 
States. 


the greater road costs entailed heavy 
vehicles, since the fuel consumption increases 
less than proportion the weight. 

The ton-mileage tax represents certain 
sense amalgamation the tax distance 
run (through the fuel tax) and that weight 
(which can applied through the licence 
duty). better than the licence duty 
favour small mileages reflecting more 
modest use the roads. would fact 
ton-mileage tax, with exemption below 
certain minimum. The ton-mileage tax has 
the further advantage differentiating bet- 
ween operating areas, the kinds goods 
carried and the extent which vehicles are 
used. This tax applies the actual use and 
not the maximum use possible. this 
differs from the licensing duty, which, even 
where the mileage equal, weighs more 
heavily vehicles that make less use 
their maximum pay-load. Even where the 
ton-mileage tax assessed rule thumb, 
the average assessments are more closely ad- 
justable individual cases than the standard 
levels the licence duty, which are inher- 
ently inelastic. 

spite these advantages, the ton- 
mileage tax seems unlikely widely 
adopted owing its technical inferiority 
the two basic motor vehicle taxes, especially 
when the rates charged are very high. the 
first place, the ton-mileage tax entails assess- 
ment each individual case according the 
distances run and the loads carried, which 
involves tax collectors great deal work, 
while irritating checks have applied 
the carriers; and the second place offers 
plenty chances for evasion. If, with view 
preventing evasion, the tax department 
resorts the use averages and general 
indications the type vehicle, the ton- 
mileage tax assumes the character lump- 
sum charge, which course 
natural function. 


Tax the weight carried each 
journey. This tax differs from that ton- 
mileage that applies not the weight 
the vehicle but only that the goods, 


Motor Vehicle Taxation Pricing for Highway Services: Some Theoretical Notes 139 


and that does not vary uniformly with the 
distance run but relates only the number 
journeys completed. therefore less 
logical yardstick for measuring the 
greater road costs entailed the heavier 
vehicles. against this, tax these lines 
more effective means reducing 
competition with the railways, particularly 
the case short journeys, where the costs 
loading und unloading, collection and 
delivery destination are higher for the 
railways than for road transport 

There are two possible variants this tax, 
with technical applications diverging diffe- 
rent degrees from that the licence duty. 
One charged each individual journey 
stamp duty through direct payment; the 
other levied periodically the total weight 
goods carried all the journeys during 
certain period time, estimated way 
forfait assessment. 


The tax the load-mileage differs 
from the ton-mileage tax that takes 
account the weight the vehicle, that 
return journeys empty are free tax; and 
differs from the tax the weight goods 
carried each journey because does take 
account the distance run every journey, 
and thus avoids penalising vehicles used for 
short runs (10). 


The tax freight contracts according 
the value the contract (11) sets out 
make the total tax charged the vehicle 
operator approximate the value the 
service which receives; and thus takes 


(9) The penalising short motor vehicle journeys 
however the least desirable result from the point view 
coordinating the various means transport. 

(10) This tax has also been applied Italy. was first 
imposed 1935 and remained force until 1942. seems 
have been chiefly intended reduce the competition 
motor trucks with the railways. The chief criticisms levelled 
against were that obliged carriers goods motor 
vehicles complete complicated questionnaires and that 
fell large and small trucks without distinction. 

(11) This tax still force Italy two forms. First, 
forms part the registration tax freight contracts; and 
secondly, the case certain vehicles used for carrying 
passengers, also forms part the stamp duty traffic 
documents. other cases, this last tax proportionate 
the weight the goods carried. should remarked that 
the tax falls not only carriage motor vehicles but also 
transport rail, ships sea, lakes and rivers, and 
aircraft. 


the form valorem charge. This 
course falls more heavily vehicles which 
are fast and those which carry goods 
low weight and high value than vehicles 
which travel slowly and/or carry heavy loads 
consisting raw materials, semi-manufac- 
tured goods, farm produce, general any 
goods where the price per unit low 
relation the weight. This tax therefore 
falls comparatively less heavily large trailer- 
trucks than small and speedy means 
transport. Finally, may remarked that 
the tax its nature applies only where goods 
are carried for account party other than 
the carrier, and leaves untouched other non- 
contractual forms transport. 

This tax, when not balanced tax 
equal amount rail freight contracts, fulfils 
the special function preventing motor trans- 
port from depriving the railways the cream 
the traffic: that say, the goods 
light weight but high value which need 
carried quickly, and for which the 
motor vehicle appears possess decisive 
advantages (12). 


Among motor vehicle taxes more clearly 
aimed covering the cost highway services 
offered the roads, those which are called 
complementary taxes use roads» are 
specal interest. Italy had wide experience 
these between the two wars. Their main 
feature that they bear operators whose 
vehicles cause special wear and tear the 
roads, who derive particular benefits from 
the use roads, which are measured 
coefficients and indices. But precisely 
the choice these which raises the most 
difficult problems the application the 
taxes question. 


(12) According one authoritative opinion, would 
much better adjust the taxes such way allow the 
railways concentrate goods which are cheap, heavy and 
bulky and are carried for long distances. The best solution 
the problem road-rail coordination would thus limit 
both road and rail their respective fields. The railways ought 
not handle traffic high value short runs, spe- 
cially suited motor transport; and, conversely, motor transport 
ought not carry the cheaper traffic long runs suited the 
railways. however well known that the railways frequently 
rely high grade traffic, known the «cream the 
order clear off their deficits. This problem 
clearly merits special examination. 
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The taxes users local roads are 
lesser importance Italy, are also the bet- 
terment taxes charged respect road works, 
and local taxes cover the current cost 
lighting and cleaning the roads, etc., and also 
the contributions kind levied respect 
road work owners property the neigh- 


bourhood (13). 


Tolls. 


Apart from the charge for the 
highway service rendered the user motor 
vehicles may and often does take the form 
tolls. Readers will aware that these, 
after having been widely used the height 
the middle ages and some extent 
till the century, virtually disappeared 
from the tax legislation civilised countries. 
only very recent times that tolls have 
again attained great and growing importance 
for motor vehicle traffic, least certain 
roads. The chief objection tolls the 
century was that they cost great deal 
collect, that they were nuisance the 
people who paid them, and that they ham- 
pered the free flow traffic. 

should however stated that between 
tolls the past and those day, there are 
considerable differences which render the old 
objections largely irrelevant. The tolls which 
are nowadays collected when motor vehicles 
enter the main motor roads known 
really cause the driver very little 
trouble, while the cost collection rela- 
tively small. the other and such disad- 
vantages are largely offset economic advan- 
tages various kinds. 

The argument that tolls their cost 
hinder traffic the autostradas longer 
valid since they are kept fairly moderate 
levels. must borne mind that 
this mechanised age there demand for 


(13) The cases which work carried out the cost 
property owners are very few, being confined the main- 
tenance embankments and bridges and certain other work 
connection with the roads. The betterment taxes levied local 
authorities comprise specific betterment taxes increments 
value resulting from individual public works projects, and 
general betterment taxes based the value increment resulting 
from public works. practice, however, both kinds tax 
are applied only and the yield from them insignificant. 


all sorts highway services. the one 
hand there demand for roads of. the 
traditional kind, open every kind traffic 
and relatively cheap; the other hand, the 
«rich traffic travelling for medium and 
long distances requires high-grade roads that 
are completely closed off. would 
mistake provide both grades road 
the same price. The effect would the 
one hand give free bonus vehicles using 
mainly high-grade roads, while one might 
easily attract the better roads vehicles 
which might otherwise with 
existing, inferior facilities. Nor possible 
contemplate the complete abolition or- 
dinary roads and the building nothing but 
autostradas. Apart from the very high cost 
and the waste existing capital the roads 
which this would entail, must remember- 
that the ordinary roads, open they are 
every kind traffic and connected all 
existing side-roads, both main and secondary, 
perform irreplaceable function. follows 
that for long time come both kinds 
roads will with us, often linking the same 
places. Tolls may therefore quite useful 
fiscal means rationing the traffic 
tending ensure that highway services 
whole shall used the optimum manner 
from the economic point view (14). 

country like Italy which has rather 
poor roads and not too strong financially, 
further arguments may adduced favour 
tolls. The road system Italy dates largely 
from times when there were motor vehicles. 


(14) This course does not mean that, with view 
achieving this result, tolls ought made exactly proportio- 
nate the difference between the cost ordinary roads and 
that the autostradas. Apart from the reasons which will 
discussed later the article, and which support the case 
for tolls greater than that difference, there are other motives 
which, according the circumstances, may tip the scale 
favour tolls which are higher lower than the 
difference question. The situation regards demand may 
such that high toll will lead the autostrada not being 
used the maximum extent, and will cause traffic jams 
the ordinary roads. 

From another angle may taken that, given the actual 
state demand, toll equal the difference between the cost 
the ordinary road and that the autostrada will cause too 
many people use the autostrada, thereby clogging and 
leaving the ordinary road partly unused. such cases, 
different toll justifiable means achieving greater effi- 
ciency, the assumption that the existing road facilities 
remain the same. 


Motor Vehicle Taxation Pricing for Highway Services: Some Theoretical Notes 


Consequently the autostradas are being built 
relatively slow rate owing the lack 
capital, and the new and old roads im- 
portant areas carry abnormally large volume 
traffic. Many people Italy would pay 
toll order have more and better facilities 
the most important routes. There the 
further point that the autostradas are built 
first areas where there heavy traffic and 
only later those where there less. 
therefore there were tolls, one would 
paying bonuses precisely those regions 
where there the most traffic and which are 
general also the richest. The effect would 
still further increase their lead regards 
external economies over the under-developed 
regions. 

the case Italy there yet another 
argument favour tolls. The building 
autostrada does not mean changing the 
route between two given places but adding 
new one. Hence, people who use highway 
services that area enjoy greater benefits than 
people elsewhere. With view keeping 
the different regions equal footing 
therefore quite right apply tolls 
extra charge people who run motor vehicles 
the autostrada. 

There further argument justifying 
higher level tolls than that warranted 
the difference cost between the toll-road 
and the ordinary road. that the vehicles 
using the former save fuel. They are fact 
able run more smoothly and with lower 
mileage, with consequent saving fuel and 
hence fuel tax (15). 


IV. Road Funds. 


The tolls are many cases used 
support road funds for the upkeep auto- 
stradas and servicing loans raised build 
them. But road funds are quite conceivable and 
fact exist, for ordinary roads, being fed 


While the argument that the toll annoys drivers and 
costly collect not decisive the case the autostradas, 
that the ordinary roads. Where ordinary roads revert 
toll-roads only for purposes making money, all the criti- 
cisms about returning the middle ages (which are sometimes 
wrongly levelled against the system general) are fully 
justified. 


amongst other things motor vehicles taxes. 
The principle universal budget sometimes 
adduced against this practice based the 
assumption, valid the century, that 
the public authorities render only general ser- 
vices the community and for this purpose 
levy the community 
general charge. That assumption longer 
holds good to-day, when taxes motor 
vehicles are extremely high and can longer 
justified duties consumption, but only 
the ground that they represent payment 
for special service users the roads. 
the roads are regarded public utility enter- 
prise they obviously ought have their own 
budget like any other undertaking, and 
administer obtain the maximum return 
from the point view the community 
whole. 

Road funds are also alledged immobilise 
funds needed the financial authorities 
whose task thereby complicated. But 
would surely easy for any road fund 
lend its resources the Treasury against the 
issue short-term bills bonds. fur- 
ther argued that years financial difficulties 


‘it may desirable apply more urgent 


purposes the sums usually spent the roads. 
But, where there fund, the monies could 
always diverted under appropriate law. 
true that this would complicate matters 
and would make the burden users motor 
vehicles much more obvious. That however 
would not matter, given sound financial 
policy. would also make possible assess 
more carefully the advantage the various 
projects, while determining with greater ac- 
curacy whether road transport was being 
favoured prejudiced comparison with 
the railways. What much more important 
prevent road funds from increasing road 
works times expansion, when funds are 
plentiful, and from slowing them down 
depression when the prospective receipts are 
diminishing. The fund should administer- 
conformity with the eco- 
nomic policy. 

The setting central road fund 
might incidentally useful method 
coordinating the Government’s expenditure 
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roads with that the local authorities. What 
the central road fund could would 
give the local authorities appropriate pro- 
portion the yield the fuel tax and the 
vehicle licensing duty (16). might also grant 
them advances for the construction local 
roads backward areas. Representatives 
the local authorities could course ap- 
pointed the management the fund. 


Conclusions. 


draw definite conclusions the field eco- 
nomic policy. For that purpose one would 
need statistics on, and estimates the tax burd- 
entailed the roads and the advantages 
which they confer motor vehicles, 
respect the various kinds road and 
the different regions. 
lines are being conducted number 
countries, but have come against difficul- 
ties method and practical application. 
Until such time thorough studies this 
kind have been carried out Italy (17) few 
tentative suggestions may newertheless ad- 
vanced. 


The relative weight assigned Italy 
the vehicle licensing duty compared with 
the fuel tax seems exceptionally slight. 
therefore appears desirable, especially view 
the further growth motor vehicle traffic, 
shift the emphasis towards the licensing 
duty. 

The Italian vehicle licensing duty does 
not appear based satisfactory crite- 
rion regards automobiles and motor cycles. 
The criterion rated for the 
former and cylinder capacity for the latter 
might replaced some other more appro- 
priate measure, such the purchase price 


present Italy the provincie have only stan- 
dard percentage the motor vehicle licence duty and the other 
local authorities have nothing all. 

(17) For first tentative extimate fiscal burden motor 
vehicles Italy, see Alcuni calcoli del carico fiscale 
sull’automobilismo Italia nel 1954, Rivista Diritto 
Finanziario Scienza delle Finanze 1955. 
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the vehicle, weighted allow for its 
age. all events the criterion price adjust- 
for age ought adopted corrective 
with view rendering the taxes the 
present type less burdensome. 


The rate tax diesel oil rather 
low comparison with that gasoline. 
does not seem bear fair relation the use 
roads the larger trucks and buses, 
especially since fuel consumption does not 
increase proportion weight, and since 
certain point that increase gives rise 
more than proportionate road costs. Cer- 
tain changes, which should take account 
the need for coordination between road and 
rail, seem called for. They should redistribute 
rather than increase the total burden tax 
motor transport. 


The toll system such does not 
justify the criticism sometimes made that 
represents return the middle ages. 
ought however applied only auto- 
stradas their equivalent. should not 
used easy way collect money 
ordinary roads. 

The present system distributing the 
proceeds motor vehicle taxes between the 
central Government and the local authorities 
does not appear satisfactory. seems more- 
over not enough merely «sink» the 
Government’s overall budget the sums col- 
lected from motor vehicle users. need not 
try here answer the higly controversial 
question whether the present burden 
taxation motor vehicle traffic 
not fair relation the cost such 
traffic the roads, nor whether that burden 
properly distributed between the various 
kinds motor vehicle. What important 
realise that the monies question 
could used much more efficiently for 
purposes connected with motor 
there were existence central road fund 
for the long term economic coordination 
the road policy the central Government 
and the local authorities. 

Francesco 


Land Reform Italy 1955 


The bases the land reform Italy, the 
laws, the plans for carrying them out, and 
the initial phases the work itself have been 
thoroughly and thoughtfully analyzed 
article Professor Mario Bandini 
Review 1952 (1). Since then, the whole 
face the landscape the reform areas 
has changed with the 
the program. the three stages through 
which the reform must pass, the first, 
that expropriation, practically complete, 
while the second, that allocation the 
land the new peasant owners, well 
under way, and the third, that organiza- 
tion cooperatives and development the 
holdings, still its early stages. Conser- 
vative estimates indicate that the reform 
approximately percent completed (2), while 
more optimistic ones rise high 
cent (3). The interpretation such statistics 
depends what factors they include, but 
any event they show that marked strides for- 
ward have been made within the short space 
time since the reform was begun 1950. 
September 1955, 646,675 hectares had 
been expropriated, and these, 500,185 had 
been allotted 94,264 families. the case 
the Sila, percent the whole amount 
land available for redistribution under the 
program had been assigned the beginning 
1955 (4). case, however, can statistics 
give the complete picture the living. reform 
spreads over lands which before were 
barren pastures, areas cultivation only 
cereals broad beans, even hunting pre- 
serves, and where now small farm are grow- 
ing various kinds produce, and where neat 


(1) Land Reform Italy, this Review, No. 20, Jan.-Mar. 
1952. 
(2) Statement Professor Manlio Rossi-Doria, Mar. 1955. 

(3) Estimate Sen. Carelli, Resoconto Sommario, 
Senato della Repubblica, May 27, 1955, 

(4) Annuario 1955, Istituto Nazionale 
Economia Agraria, Vol. VIII, 510. 


houses have risen and, least part, are 
already occupied new peasant proprietors. 

Land reform, the limited sense redis- 
tribution land ownership among the tillers 
the soil (5), not new Italy. slow 
division landed property has been going 
for centuries (6) and after the first World 
War, some one million hectares the best 
agricultural lands were transferred the 
peasants (7), transfer, however, not 
destined last nothing more was done 
than hand over the land, build isolated houses, 
especially for the war veterans 
through the O.N.C. (Opera Nazionale Com- 
battenti) and leave the new owners sink 
swim. Most them sank and lost the 
properties, which frequently 
turned their original owners (8). Land 
reform defined sometimes include 
land reclamation projects, such swamp 
drainage, irrigation and reforestation, has also 
long been known Italy. Land reform 
the sense which the words are now used 
there, include transformation the peasant 
and his habits well the land, 
new and far-reaching concept. 

the risk repeating some the points 
already clearly explained Professor Ban- 
dini, the legal and administrative background 
land reform must explained for 
understanding the present developments. 
the three laws now governing the reform, 
the first, that for the Sila mountains North 
Calabria and the eastern parts Calabria 


(5) For definitions various types land reform, cf. Pro- 
gress Land reform, Department Economic Affairs 
(Geneva), 1954, 49- 

(6) L’Agricoltura riforma agraria 
(Milan), 1948, passim, esp. ibid., The E.R.P. and 
the Problems Italian Agriculture, this Review, No. Oct.- 
Dec, 1948, pp. 418-419. 

(7) Marto The Italian Land: Men, Nature and 
Government, Social Research Mar. 1950, Vol. 17, No. 
(8) op. cit., 1952, 26. 
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adjoining the Sea (9), was enacted 
May 12, 1950. Slightly over five months later, 
(10), so-called from the fact that was 
planned mere part general law 
forthcoming later date, but which has 
not yet been enacted Parliament. Five 
days before the end 1950, the Sicilian 
regional legislative assembly passed its own 
law for that island 


(a) Reform got under way rapidly under 
the Sila law, the Organization for the 
Improvement the Sila, established 1948 
land reclamation agency for the wooded 
high Sila plateau Calabria, set special 
section deal with land reform the areas 
covered that legislation (12). 


(b) virtue the Stralcio law, areas 
considered the government the 
greatest need reform were set apart 
decrees the President (13). The areas 
chosen were the agriculturally backward, ex- 
tensively farmed parts the country where 
latifundia and large estates predominated and 
the land-hungry peasants were day laborers, 
tenants share-croppers the most held 
tiny strips land, too small give them 
living. These reform areas, covering the large 
amount more than million hectares 


little less than third (14) the 
agricultural and forest lands Italy, included 
the Delta; the Maremma Tuscany 


Latium; Lake Fucino the Abruzzi; the 
coastal plains the Sele and Volturna 
Campania; the extensively farmed areas 
Apulia and Lucania (Basilicata); Sardinia; 
the areas Calabria covered the Sila law; 
and Sicily, which covered its own law 
and administration. For each the areas 


(9) Law No. 230. For texts this and the following two 
laws, cf. Leggi Riforma Fondiaria, Ministero dell’ Agricol- 
tura delle Foreste (Rome), 

(10) Law No. 841, Oct. 21, 1950. 

(11) Law the Sicilian Region, No. 104, Dec. 27, 1950. 

(12) This organization also administers the work land 
reform the small area Caulonia which covered the 
Stralcio Law. 

(13) For decrees, cf. Leggi Riforma Fondiaria, op. 
cit., pp. 85-189. 

(14) 29.33 percent 8,141,658 hectares out total 
27,760,459 hectares. The Agricultural Reform, Banco 
Roma, Quarterly Review, Vol. IX, Jan. 1955. 


land reform agency was established 
anew formed from organizations existing 
for other purposes, such colonization 
land reclamation (15). 

Land exceeding 300 hectares held one 
owner the Sila area was made liable 
expropriation the law unless already in- 
tensively cultivated (16); expropriation under 
the Stralcio law depended the size 
owners’ property November 15, 1949, 
the day when the government announced the 
outline its land reform program; expro- 
priation also depended the intensity with 
which land was cultivated (17). 


(c) The long and complex Sicilian law, 
with articles, based expropriation the 
size property the date when the law 
was become effective, January 1951 (18) 
and progressively assessed income basis 
the same date. The plan this legislation 
the reduction all properties the ex- 
tensively cultivated areas the island 200 
hectares, except the lands which have been 
reclaimed and developed, and except those 
estates where the residual property would not 
larger than 300 hectares. The landowners 


(15) special section the War Veterans’ Agency (O.N.C.) 
with offices Naples covers the coastal area the Sele and 
Volturno Campania; Apulia and Lucania are covered 
special section the Irrigation and Land Development Agency 
for Apulia and Lucania, with offices Bari; another special 
section the Organization for the Development the Sila 
has been established, with headquarters Cosenza; special 
agency has been set Cagliari Sardinia, E.T.F.A.S., the 
Sardinian Land Reform Agency, which covers most the 
island, though its southern part covered the already exist- 
ing Flumendosa Agency; special agency, the organization 
for Colonization the Delta, has been established for that 
region, with headquarters Bologna; another special agency 
has been set for the Maremma Tuscany and Latium, the 
Organization for the colonization the Maremma with head- 
quarters Rome. The territory the Fucino was originally 
included but now has its own agency centered Rome but 
with headquarters the former administration building the 
now expropriated Torlonia estates; the Sicilian law admini- 
stered E.R.A.S., the Sicilian Land Reform Agency with 
headquarters Palermo. 

All these agencies sections agencies are supervised 
the Ministry Agriculture, which appoints the Chairmen, 
General Managers and members the Boards Directors. 
op. cit. 

(16) Art. 

(17) Art. 

(18) Title esp. Art. 23; table percentages expro- 
priations, leggi Riforma Fondiaria, op. cit., 221. Cer- 
tain transactions are not considered valid, however, carried 
after Nov. 15, 1949. 


are given period grace sell direct 
the peasants, and much property has passed 
over such transactions, though not always 
the peasants most need. 

All the laws contain numerous provisions 
for exemptions and corrections errors; the 
Sicilian law has various possibilities for appeal 
from the decisions the administrative bodies 
which establishes. The Stralcio» law 
contains one noteworthy provision relation 
property (19) refers his total holdings 
all Italy and not merely land reform 
area, though only such area may land 
expropriated. Because its relationship 
his total holdings, all landholder’s 
property one reform zone may taken. 
This happened, name but one instance, 
Prince Torlonia, who, the owner great 
holdings the Maremma, Fucino and else- 
where, lost all his Fucino lands (about 16,000 
hectares) and part those the Maremma. 
Landowners with productive, carefully farm- 
property one area the country and 
uncultivated hunting areas extensively 
farmed lands other sections objected par- 
lands. 

Special exemption are granted the 
Stralcio law for the terzo 
duo» and model-farms (20). 

Under the provisions for the former, 
landed promises develop one 
third his hitherto unimproved land 
accordance with pre-arranged plans the 
land reform agency, given two and 


(19) The criterion for measuring the size given 
property all instances the taxable assessed income, 
and for the intensity cultivation, the average assessed income 
per hectare. The percentages assessed income for expropria- 
tion purposes was fixed schedule annexed the law, but 
the percentage actual land taken has been subject varia- 
tion accordance with the principles adopted the land 
reform agencies each area. Thus agency could expropriate 
land with low assessed income vice versa. Cf. Mario Ban- 
DINI, pp. 16-17 and Land Reform Italy, 
tional Journal Agrarian Vol. No. Jan. 
53- 

(20) Art. 10. this arrangement, landowners, 
January 1955 retained some 47,000 hectares, which 
24,781 were the Maremma, 18,808 Puglia, Lucania and 
Molise, while the remainder was scattered through the other 
reform zones. 
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half years which complete the work. 
that time half this area allotted 
the peasants the land reform agency, and 
the other half, one-sixth the original 
property remains the property the land- 
owner, presumably repayment for what 
has spent improving the whole third. The 
exemption well-organized model farms 
has caused much discussion, probably because 
the somewhat vague criteria established 
fulfills the following requirements: (1) the 
existence stable tenure relations between 
landowner and farm workers; (2) crop yields 
least percent above the average for the 
district; (3) superior sanitary conditions for 
the workers’ tenants’ houses; (4) average 
labor use not under 0.30 men per hectare; 
economic and social conditions 
for the workers. difficult, for example, 
determine what stable tenure and su- 
perior economic and social conditions mean. 
Terms susceptible various meaning always 
open the door numerous requests for in- 
therefore, that some 50,000 landowners have 
asked exemption, which 27,000 have been 
allowed. Under the Sicilian law, appeal 
almost axiomatic, the law provides that 
expropriations may appealed the Re- 
gional Assessors Agriculture and Forests, 
whom most landowners automatically appeal, 
and also the lower courts, which, however, 
have been loath grant requests. The number 
such appeals indicated the fact that 
August 1955, there were still 40,000 hectares 
being contested between the Sicilian Reform 
Agency and the proprietors (21). 

the 741,265 hectares originally posted 
for expropriation throughout Italy, 94,588 
hectares had been exempted the beginning 
1955. 646,675 hectares may said 
have been expropriated, though the addition 
20,000 more hectares expected Sicily 
the fall end 1955. believed that 
the total amount land expropriated 
there will finally amount 120,000 hectar- 
es, about percent the total extensively 
cultivated land. the other hand, 


(21) Sicilian Law, art. 14, letter from Sicilian Reform 
Agency, August 12, 1955. 
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estimated that over 200,000 hectares have 
been sold small owners since 1943, and 
particularly since 1949, indirect result 
the Sicilian reform. 


EXPROPRIATIONS AND ALLOTMENTS UNDER LAND 
REFORM SEPTEMBER 1955. 


No. 


Land Family 
Apulia, Lucania, 


(*) Sila and Caulonia. 

(**) Plus 33,465 ha. turned over E.T.F.A.S. the 
Sardinian Colonizers’ Association 1953. 

(***) Plus 20,000 added before the end 1955; 40,000 
hectares more are still litigation. 


Though, statistically speaking, the amount 
land actually expropriated and allotted 
small quantity, the figures above give 
idea the importance the whole reform 
other than arithmetical terms. 
been taken practically all the large estates 
2,500 hectares and over and about per- 
cent those from 1,000 2,500 hectares. 
The percentage land expropriated decreases 
the estates become smaller that just over 
percent taken from the properties 100 
hectares (22). 

Landowners whose property has been ex- 
propriated were promised compensation 
rate equal the value assessed for the extra- 
ordinary property tax 1947. This means 
that any land which was given excessively 
low valuation that time now suffers the 
consequences providing proportionately 


(22) The Agricultural Reform, Roma Quar- 
terly op. pp. 46-47. 


low remuneration for expropriation. Com- 
pensation paid 25-year government bonds 
percent interest but the machinery for 
payment has been slow getting under 
way that reimbursement for expropriation 
has not yet begun. 


The plan the land reform ambitious 
that aims raise the productivity 
hitherto poor neglected land, well 
divide among peasants. Professor Ban- 
dini has pointed out this Review (23), the 
reform not trying take the best agri- 
cultural lands but rather concentrate 
those which can best improved. Only 
seeing great machines breaking rocks 
digging through clay and then watching 
the peasants removing the pieces stone and 
tilling what seems impossibly barren soil, can 
one appreciate the full the breadth vision 
the reform program Italy today, the 
dedication its officials and the patient skill 
the peasants. Not only are they beginning 
get the land they crave but formerly in- 
fertile lands are being made productive. 

Basic improvements such deep plough- 
ing, drainage and the first work breaking 
the soil must done before the land can 
assigned and are usually the work the 
reform agencies, though Sicily the lands 
pass directly the peasants and are not the 
property the land reform agency after ex- 
propriation. Although the peasants must 
the bulk the work making the lands 
ready for cultivation, the Sicilian land reform 
agency (E.R.A.S.) guarantees the new owners 
necessary aid (24). the course the year 
E.R.A.S. loaned 267,700,000 lire for 
purchase plows, seeds and fertilizers, while 
the following year, the amount planned for 
such loans rose 678,800,000 lire (25). 

Lands where before the reform there were 
only pastures, hunting preserves fields 
wheat must opened roads before 
land can given the peasants. The re- 


(23) Op. 20. 

anno VII, No. 30, luglio- agosto 1955, 711. 

(25) Ibid. 
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form therefore making the country more 
accessible well transforming the land 
itself. Hundreds kilometers roads have 
been built novo most the reform 
areas. all such basic activities preparing 
the land and building roads, peasant labor 
used far possible and paid the going 
rate wages (26). 

Within most three years from the time 
when the land expropriated, divided 
into holdings and turned over the peasants 
entitled receive them (27). The criteria for 
distribution, part stated the law (28), 
differs somewhat between one reform area 
and another because differences the 
amount land available, its potential pro- 
ductivity and the needs the peasants. 
general, landless braccianti have been given 
first preference, then come tenants share- 
croppers who have been working the land. 
factor always taken into consideration 
the composition peasant family, with the 
number workers includes viewed rela- 
tionship the productivity the land for 
which they apply. 

Size and potential productivity the land 
are both important elements the determina- 
tion the division all expropriated land. 
tract the arid regions the South, for 
not equal usefulness the 
same amount land the rich, reclaimed 
lands the Delta the fertile fields 
Campania. The difficulty both these 
places not the quality the land 
but the overcrowding. Wherever there 
too large population the agricultural 
areas, not enough land available 
divided among these eager receive it. 
Where there little population but large 


Sardinia and the Maremma 


Tuscany and Latium, the new owners have 
averaged somewhat over hectares land for 


(26) Cf. below, 153. 

(27) For important elements assignation land the 
delle terre espropriate, reprint from Riforma 
(Palermo), 1951 and Considerazioni sulla 
Riforma Agraria Italia, Relazione VII Congresso degli 
Economisti Agrari, Stresa (Venice) 1950. 

(28) Sila law, Art. 16; law, Arts, 1,21; Sicilian 
law, esp. Arts. 37,40. 


each family (29). Calabria, the other hand, 
has large population, 
land and neither climate soil suited 
intensive dry forming. The average division 
but 4.02 hectares of, for the 
poor land. Sicily, also with overcrowded 
population, has been able provide slightly 
more under its land reform plan, 4.54 
hectares land, for the most part stony and 
barren. 

The attempt satisfy the peasant yearn- 
ing for land their own all the areas 
where there not enough property available 
has been the most difficult problem the 
whole program. Especially Apulia, Cala- 
bria, Campania, the Delta and Sicily, 
there not enough land for the people. 
the disturbed Delta and elsewhere, poli- 
tical pressure the left has prevented few 
peasants from applying for land even tak- 
ing when offered (30), but general the 
number those who have refused has been 
tiny drop the great bucket those 
anxious secure small bit land. The 
reform agencies, having avowed aim 
giving every eligible peasant enough land 
make him and his family 
nevertheless have had steer between the 
Scylla discriminating among the many 
equally qualified claimants and the Charybdis 
cutting the land into tiny bits such have 
made peasant ownership difficult the 
Fucino, Sardinia, Sicily and parts Calabria. 
The only other possibility has been buy land 
for distribution and this the land reform 
agencies have done, but too many purchases, 
even where land available, would more 
than the reform budget could bear. 

crowded areas, peasants who already 
own tiny strips land who have the pos- 
sibility finding least some work 
estates near their property are given small 
plots designed supplement their other in- 
come rather than make them self-support- 
ing. These fractional units, averaging 1.9 
hectares each, are regarded the land re- 


(29) Maremma, 8.16; Sardinia, 8.61; Cf. above 146 Table. 
(30) Tre Anni Ente per Colonizzazione del 
Delta Padano, Feb. 1954, 22. 
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form agencies far from ideal solution 
the reform problems but better than 
nothing. The danger such parcels that 
they turn will form another link the 
chain pulverization the land (31). may 
be, however, that the desire the Italian 
peasant for bit land passionate that 
for psychological reasons other, the 
granting even small fractions land 
advisable. some the Maremma, 
certain braccianti have actually chosen the 
small pieces instead larger area that 
they might retain the possibility getting 
daily wages least part the time and 
continuing their social insurance 
which are not available landholders. 

Peasants who receive land must pay for 
price not exceed two-thirds its 
development cost, plus compensation. Thirty 
years allowed for payment, and credit 
given favorable terms interest 3.5 
percent (32). There possibility sale 
subdivision among heirs before the expir- 
ation the 30-year period when payments 
will completed (33). the event death 
the property owner, the land goes one 
heir who cannot legally subdivide before 
the time limit ended. This wise arrange- 
ment prevents division into tiny fragments 
inheritance sale, common over- 
crowded and poor areas the past. Any 
attempted break-up the property before 
the end the time necessitates its return 
the land reform agency. 

All grants land the peasants are made 
trial basis for three-year period. 
the peasant owners not live the con- 
ditions imposed them during that time, 
the land must forfeited. There have been 
comparatively few instances such forced 
return the land the reform agencies, 
but they have been found, for example, when 
the peasants insist growing wheat land 
better suited other crops when they 


(31) Cf. for instance, frazionamento della 
proprieta Sardegna, reprint from Nuova’’, Feb. 1955, 
passim. 

(32) Progress Land Reform, UN, op. cit., 72. 

(33) Sila law, Art. 18, 19; law, Art. 21; the 
Sicilian law, Art. 37, makes the period for that 
island. 


refuse join cooperatives. Cases, though few, 


removal for political agitation are not un- 


known. 


The original intention the reform was 
keep the building houses for the new 
landowners down the absolute minimum, 
least the start, for experience with pre- 
war reforms had been based almost entirely 
the building peasant house, often 
too luxurious lines, without 
improvement farming result. almost 
seemed sometimes that the chief purpose 
these houses was inaugurated high 
authorities and politicians (34). addition 
this warning from the past, there has been 
fear the part some authorities today 
that peasants, used living crowded villa- 
ges remote from the fields, would not like 
the comparative isolation, living their 
own land (35). Furthermore, construction 
thousands separate houses far more costly 
and time-consuming than the building 
residential settlements which not have 
have numerous separate services for sewers, 
water supply, electrical connections, etc. Last 
all, large-scale farming apt impeded 
many small houses dotting the landscape. 
clear, however, that Italy primarily 
country small peasant-farmers, each one 
whom believes that the oil 
his olive garden, the wine, red white, 
his little vineyard, are the trophies his 
profound union with earth with which 
has consummated sort secret mar- 
developed, despite any reason the contrary, 
settle the peasant landowners their own 
lands wherever has been possible give 
them sufficient propery make 


supporting. 


(34) Land Reform Italy, this Review, op. 
22. 

(35) Insediamento umano, boni- 
fica riforma nei territori Italiana 
Economia, Demografia 1950, Nos. 3-4, 329 
and sulla relazione, Atti del Convegno Napoli, Oct. 
13-4, 1952 (Rome), 1952, pp. 232-3; this Review, op. 
22. 

(36) Srorza, Italy and the Italians (New York, 1949), 
pag. 64. 
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the end July, 1955, all the land 
reform areas except Sicily, 9,478 houses had 
been completed cost 23,993,000 lire, 
and 11,355 were still the course cons- 
truction, estimated cost 33,756,000 
lire (37). Even where the size the property 
small, Sicily, the trend build 
individual houses has continued. that 
island alone, 300 houses had been completed 
the same date, 200 more were being finish- 
and 4,000 more were planned and the 
building contracts let (38). The most difficult 
problem that area that the notably poor 
Sicilian peasants may have difficulty meet- 
ing their financial obligations even over 
period time, for their lands general are 
not only but poor. other land suppos- 
reform areas, under similar environ- 
mental conditions, parcels land small 
some allotted Sicily are usually regarded 
fractional units land rather than regular 
small-farming units each designed support 
family. place are fractional pieces 
land provided with houses, for the peasants 
who have received them must also have, 
find possible, other sources income, 
possibly remote from their new land. 

From one end the reform area the 
other, the experiment putting the peasants 
the land appears successful, insofar 
one can judge the short space time 
which has elapsed since any number 
peasants began occupy their own homes. 
But too soon know the final answer 
the problems adjustment. 1955 the 
land reform still the stage building 
houses and planning for others ahead. 
planned, further funds are forthcoming, 
construct 80,000 more houses, not including 
Sicily, cost 225,000.000 lire (39). 

There was great pressure turn over the 
land the peasants soon possible and 
also enable them see with their own 


eyes the tangible fruits the reform 


shape houses, even for future occupancy. 


(37) Figures from the Ministry Agriculture, Sept. 30, 

(38) Letter from the Sicilian Land Reform Agency, (E.R. 
A.S.), August, 

(39) Information from the Ministry Agriculture, Sept. 
20, 


This pressure meant that houses have some- 
times been put plots too small support 
family and that other cases building 
was begun before the difficult problems 
obtaining proper water supply, for instance, 
were solved. 

Where there are great distances between 
the old peasant villages and the lands which 
have been distributed and where the plots 
given the peasants are perforce too small for 
the construction separate houses, residential 
settlements near the land are providing 
satisfactory solution. the lands are assigned 
near inhabited centers, the new landowners 
continue dwell their former homes, 
unless these are overcrowded such 
bad condition that moving from them 
essential immediately (40). 

the different land reform areas, the 
houses are constructed somewhat differently 
and are slightly different sizes, though all 
are arranged they can easily enlarged 
the family grows. Besides the living quar- 
ters for the people, attached the houses 
are stables, sheds and haylofts for the cows 
which the land reform authorities are 
anxious for the peasants have, both for 
their own good and the great cattle shortage 
Italy. 

the construction the new houses 
which has changed the whole look the 
land the reform areas. great stretches 
the Maremma, where sheep once pastured, 
rows and rows little white houses now 
cover the landscape (41). 


(40) For instance, the Venice-like town Comacchio 
the Delta, and among the rock-dwellers Matera, bad 
conditions overcrowded living made the authorities build 
new housing developments the edge the town. Near Ma- 
tera there the lovely new village Martella but not all 
the houses are occupied, though the first group fami- 
lies was moved long ago just before the elections 
June, 1953 (see Sacco, Villaggio Modello, 
blicity has attended the building this village model 
for others follow that political and psychological difficulties 
have become particularly 

(41) that area alone, there are 4,500 houses built 
the process construction and 2,500 were already occupied 
the spring 1955. the Delta, beside the great valli 
being reclaimed from their brackish water, 5,000 houses are 
being constructed, which, however, only 550 are already 
complete and occupied. And the story goes all the reform 
areas. 
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The land reform today realizes that 
will fail merely hands over uncultivated 
land and new house. Perhaps the greatest 
contribution the whole the 
attempt transform not only the land but 
the peasants themselves. They need not only 
machines and tractors, but technical assistance, 
agricultural training and above all inculcation 
the idea themselves part commu- 
nity and not «man alone, face face 
with hostile land (42). Where the land- 
scape covered with new houses remote from 
villages, new rural service centers are spring- 
ing and have already begun provide 
necessary services and education for the sor- 
rounding population (43). 

The technical and educational work which 
these centers carry essential change 
the peasants from individualistic self-cen- 
tered strugglers for existence into good farm- 
ers, understanding the probiems their lands, 
and living cooperatively with 
bors. 

nity rather than individuals can only come 
slowly peasants accustomed bitter 
fight for survival. After the coming the 
land reform, some the peasants have occa- 
sionally been less willing work hard than 
before (44) for they have begun wonder 
why they need carry back-breaking toil 
when the reform had arrived things 
for them. they have come think 
might more profitable for them turn 
the public works improvements going 
the neighborhood the reform and earn 
more than working their own small plots 
earth. has been particularly hard for 
those peasants who have received land furthest 
away from the residential service centers 
get any feeling the necessity working 
for any but their own ends cooperating 
with neighbors who had formerly been their 


(43) The centers have schools, usually kindergartens, chur- 
ches, living quarters for the parish priests, sta- 
tions, infirmaries, shops, etc. 

(44) Mantio Riforma Agraria, Speach 
June 10, 1951, (reprint). 


adversaries the battle for existence. Gra- 
dually, however, the change comes with 
education and growing sense pride 
ownership, and often the most selfish peasant 
sees what can accomplished even for 
himself working together with others for 
common goal. 

Such results cannot attained without 
the educational work which the foundation 
the service centers. The various land 
reform agencies have organized hundreds 
courses for the various categories peasants 
throughout all the reform areas. the South, 
collaboration with the Cassa per Mezzo- 
giorno, and the Minister for Public Instruc- 
tion, eight new central educational institutes, 
each with various branches, have been establ- 
ished lands provided the reform 
agencies (45). courses such civics the 
peasants may emerge from behind their iron 
wall ignorance and begin learn someth- 
ing their community, region and country 
well church. Women, more isolated 
past experience than men, are often more 
difficult orient new ways living than 
the men. courses domestic economy 
have been organized for them which least 
have the possibility making small begin- 
inspiring sight see young peasants classes 
animal husbandry, fruit and vine cultiva- 
tion. the Delta today the Hall 
Justice the Abbey Pomposa, used the 
monks the XIII century their land 
reclamation work, now fittingly the agri- 
cultural school for the sons the 
far-off service center the western 
coast Sardinia, near the Catelan-speaking 
city Alghero, there are the same kind 
classes. 

One more expert agriculturalists and 
social workers are assigned each center 
help the new farmers their farm work and 
other adjustments. Many centers have de- 
monstration farms and agricultural experi- 
ment stations. Thus the high Sila, for 
example, one may see great stalls brown 
Alpine cattle, which have been found well 
adapted that climate and altitude; the 


(45) Annuario 1955, op. cit., 
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Campidano plains Sardinia abandoned 
factory used the stable for large herd 
cattle. Elsewhere there also the same 
emphasis teaching the peasants, formerly 
unused animals other than sheep, goats, 
bullocks, the value and importance cattle 
and how raise them. From these demon- 
stration stables come the cows which the 
peasants are aided buying the reform 
agencies. 

part the program cooperative 
activity, the new proprietors are required 
the laws (46) join and remain members 
years from the time they receive the lands. 
The cooperatives are designed provide, for 
the use the whole group, large farm 
machinery and tractors which individual small 
proprietors cannot, and should not, afford, 
these machines can serve more than one 
person; secure the advantages collective 
purchases, seeds, fertilizers 
necessary farm supplies; work out the 
installation and management farm indus- 
tries, such the processing wine, cheese, 
oil and the canning tomatoes. The coope- 
ratives also have the aim organizing consu- 
mers’ stores where peasants are able buy 
goods prices determined the land reform 
agency fair, usually return for 
payment kind for labor general impro- 
vements the reform area. 

Although the future the land reform 
program depends large part the 
ful development cooperation (47), the 
last stage the reform program and the 
one which little has been accomplished 
date. There are several reasons for the extre- 
mely slow speed with which cooperatives are 
developing compared the relative speed 
with which the two earlier stages the 
reform forged ahead. The peasants have not 
yet produced enough most their 
plots land spur them into desire for 
the advantages cooperative processing and 
sales; most important the individualism 
which means that their cooperative interest 


(46) Sila law, Art. 23; law, Art. The Sicilian 
law provides technical assistance for the peasants but 
does not require them members cooperatives. 

(47) Annuario dell’ Agricoltura, 1955, op. cit., 


can develop only slowly. This has been noted 
people with all sorts political beliefs 
from the right the left (48). 


Much criticism has been voiced about the 
great cost the land reform program 
whole, and not all has come from the 
enemies the reform. There wide agree- 
ment that reclaiming poor land, dividing 
into small farms and then settling the peasants 
them inevitably expensive process (49). 
The cost the reform date seems bear 
out the truth this idea (50). 

The total amount money allocated 
all sections continental Italy and Sardinia, 
but not including Sicily, 365 billion lire, 
which billion was appropriated under 
the Sila law for the six-year period from 
1949-50 1954-55 (51) and 350 billion under 
the Stralcio law the rate billions 
annually for ten years ending 1958-59 (52). 
These amounts will ultimately increased 
the redemption payments made 
the peasants who have received land. Profes- 
sor Bandini estimates that the course 
ten years these will add from percent 
the total (53). 

the latter part 1954, 266 billion lire 
had already been spent out the 365 billion, 
though the time limit for all but the Sila 
funds had far from run out. There were, 
furthermore, billion more due the owners 
expropriated lands, and some billion 
debts had been accumulated will reach 
that amount July, 1956 (54), even including 


(48) Riforma fondiaria, Nuo- 
May, 1955, 330. 

(49) Cf. for Riforma 
Agraria, op. cit., 

(50) bilancio degli enti riforma, Mondo 
Economico June 18, 1955, 

(51) Art. 25. 

(52) Art. and note 39. the total billions year, 
billions are provided the Cassa per Mezzogiorno and 
7,000 from provisions for aid the depressed areas central 
and northern Italy. Cf. Land Reform Italy, this 
Review, op. 17. 

(53) 

(54) The gross debts are divided follows: Maremma and 
Fucino, billion; Puglia, Lucania and Molise, 10.5 billion; 
Campania, billion; Sardinia and Flumendosa, 4.4 billion; 
Delta, 10.5 billion; the Opera Sila expects assume 10.5 bil- 
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estimated payments. During the year 1954 
alone, addition the billion lire allo- 
cated under the Stralcio law, works were 
under way the amount about billions 
and others the extent billions were 
programmed but not yet carried out (55). 
Although these figures give idea the 
total cost, they not indicate the actual 
expenses per hectare for the work trans- 
formation the land, say nothing 
expenses for educating the people. For the 
Maremma alone calculated that the cost 
170,000 lire per hectare cases where 
only reconstruct buildings 
already use, but 350,000 lire where entirely 
new buildings are necessary. other reform 
zones, this latter amount rises high 
500,000 lire (56). These figures not include 
amounts spent for the acquisition farm 
machinery for technical instruction and 
education. Professor Rossi-Doria has calculated 
that costs from million lire settle 
each family the land (57). All all, 
now estimated that approximately 700 
billion lire will needed finance the 
complete reform, about double the amount 
originally allocated and not including the 
figures for Sicily: i.e. more than one million 
lire per hectar. 

The great cost the program came 
for serious criticism, not all well founded, 
Parliament the spring 1955 (58). The 
fact remains, however, that resettlement 
peasants the land separate individual 
houses the most expensive way that land 
reform could have been carried on, not only 
because the cost building houses and 
service centers but because the cost farming 
individual tracts greater than large-scale 
farming where tractors and other farm ma- 
chinery may put their best use over 
great areas land. Even though the new 
small plots are not efficient they might 
the land reform had been carried out 


(56) Ibid., and 515. 

(57) Statement, March 10, 1955. 

(58) Resoconti Sommari, Nos. 284, 285, 287, Senato della 
Repubblica, May 24, 25, 27, 1955, pp. 6-11, 2-10, 2-10, respec- 
tively. 


otherwise, important remember that 
the reform more than statistics and effi- 
ciency. Nor are political reasons for the 
reform its present method forgotten. 
possible that the expenditures the 
land reform agencies for personnel and for 
administration generally have been too high 
and not control. new 
agency any country the tendency always 
take too many employees, particularly 
when specialists are required push new 
program through rapidly. Italy this danger 
particularly great because the needs for 
employment. reported that some 9,500 
persons are employed the land reform 
agencies, not including the Delta organi- 
zation. this number correct, the cost 
salaries eats large hole the appropriations 
for the reform, for salaries for this number 
employees amounts some billion lire 
ear, 120 billion years. Too great 
numbers employees, furthermore, tend 
lessen the impact the total program the 
peasants. Yet many areas these are not 
enough employees. Sicily, for example, 
there dearth trained agricultural econo- 
mists for the program. any case, the devot- 
work large numbers employees the 
land reform agencies throughout the length 
and breadth the reform areas cause for 
admiration all who have seen them. 
Much criticism the costs the reform 
really aimed its basic principles. Once 
they are accepted, possible try have 
some understanding why the costs have 
been high. The largest amounts money 
inevitably went into the early stages the 
reform, when the heavy work transforming 
barren, uncultivated lands, frequently without 
water supply, drainage irrigation was being 
done, when houses were being constructed 
and peasants moved in, farm machinery being 
bought and put into use, and service villages, 
complete with buildings, made rise from 
land which before had been desolate waste. 
There are doubtless ways which the 
reform program might have saved money. 
might have been possible time some 
the work better and not rush houses through 
completion remain idle until water and 
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electricity were installed and water supplies 
even brought from distance. The Minister 
Agriculture Senator Medici, the spring 
1955, his discussions Parliament indi- 
cated that possibly funds had been spent too 
rapidly first (59). But the pressures were 
very great and there was already criticism 
that work was progressing too slowly. 

Expenditures might have 
ways perhaps important psychologically 
financially. Some small works might have 
been carried the peasants themselves 
with governement aid instead being done 
for the peasants the land reform agencies. 
One wonders, for instance, whether might 
not better for the new peasant householders 
they were taught build simple furniture 
themselves instead securing from the 
land reform agencies and paying for 
gradually. 

This illustration but one instance 
what appears trend too much 
for the peasants rather than cooperation 
with them. Italy, contradistinction 
various other countries where there are land 
reform activities, there has been little peasant 
initiative the whole reform program. Doing 
work for the peasants means that plans and 
activities are directed entirely the land 
reform agencies without the difficult and 
slow but sound process consulting with 
the peasants before decisions are taken. This 
type action for rather than with the 
peasants what Professor Rossi-Doria calls 
democratic reform applied undemo- 
cratic way (60). illustration the 
tion peasant worker’s wages kind 
forced saving when being paid for 
work the first stages breaking the 
land. This arrangement tries save peasant 
from himself keeping him from squander- 
ing money which will later need but 
also prevents the growth necessary indepen- 
dence and ties him too closely the land re- 
form agency. Unfortunately people can learn 
only through their own experience and 


(59) Resoconto 287, op. at., 
(60) Speech Consulta, op. cit., 


necessary their own mistakes. The method 
learning doing the essence democracy. 

There sometimes danger that the 
peasants will think the reform agency 
new employer danger warned against 
Professor Bandini recently speech 
June 1955 the peasant exhibitors 
contest Orbetello the Tus- 
can Maremma. instances when the entire 
wages peasant are retained payment 
for machinery, seeds, livestock the 
peasants are apt attribute even the sins 
their former employers the agency. 


Whether not there will extension 
the land reform through legislative channels 
cannot foreseen this time, although the 
general reform bill, which the Stralcio 
only extract, still lying untouched 
parliamentary desks. The program Premier 
Segni, with his long and deeply rooted belief 
land reform, may carry the extension 
reform further than has yet been politically 
possible. There are, however, other than 
legislative methods for the extension the 
reform. small beginning has already been 
made turning over certain lands owned 
the communes the reform agencies for 
development and allotment 
landless peasants, but this activity has not 
yet been carried far only 7,250 hectares 
had been allotted under the beginning 
1955. Such program can and should 
developed further, for the communes are the 
holders much unreclaimed land (62). 
possible for the government provide 
incentives landowners improve their 
property, though how much this would 
accomplish for the peasants would depend 
other factors. The most direct possibility 
immediate further attack the problem 
land reform could secured the proper 
enforcement the neglected previsions 


(61) Land Reform Italy, Jour- 
nal Agrarian op. 57. 

(62) For discussion comunal ownership, cf. 
Land Property and Land Tenure Italy (Bologna), 
1952, Ch. pp. 63-70. 
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the 1933 land reclamation law which provides 
not only for compulsory land development 
but also for expropriation cases non- 
compliance landowners. 

impossible make final judgments 
now the accomplishments the present 
land reform. Only ten years more after 
its completion will possible examine 
thoroughly, for then the orchards, olive 
trees and vineyards the new proprietors 
will the full rhythm production, the 
peasants themselves will have had chance 
make their adjustments the new coope- 
rative way life, and the political passions 
pro and con the reform will have had time 
subside. 

There already some evidence available 
progress made the road accomplish- 
ment. 1954, the productivity the land 
incorporated the land reform districts 
increased some percent (63) and reached 
record levels all but few scattered areas 
the North, for example near Ferrara 
where production was lowered, some 
measure least because the change-over 
from production large estates that 
small holdings. The same causes explain the 
somewhat lessened quantity wheat and 
olives enter the commercial market that 
year, though this also due the fact that 
the consumption the peasant owners 
increases their living standards begin rise. 

also too early assess final political 
gains resulting from the land reform. 
must not forgotten that addition its 
economic and social goals, has the inherent 
aim strengthening the stable parts the 
Italian peasantry against the onslaughts from 
the extreme left which try keep 
constant state agitated confusion. Although 
the progress the reform program varies 
widely from one land reform area another, 
there evidence that where has made the 
most progress, has not been without its 
positive political effects (64), even though 
these may less than some reform propo- 
nents hoped. Among the many instances 


(63) Land Reform Italy, Jour- 
nal Agrarian Economics’’, op. cit., 21. 
(64) Speech Consulta, op. cit., 20. 


gain which may cited, one may take 
Apulia, Lucania and Lower Molise. the 
province Foggia alone, the Communists 
gained 6.2 percent the 1953 elections but 
only 0.3 percent the communes where the 
reform was work (65). general, may 
said that whereas the Communists gained 
percent the country whole the 1953 
elections, they captured increase only 
2.2 percent the land reform communi- 
ties (66). 

There danger, particularly the 
United States, expecting land reform 
Italy accomplish more than can. can 
increase employment and solve the problems 
surplus population only areas where 
there enough expropriated land provide 
new life for the peasants. There not 
enough land available Italy under this 
any other possible land reform absorb all 
the excess rural population and solve all 
the problems agricultural poverty. Other 
instruments modern agricultural economics 
and politics should accompany the reform 
pari passu attain that goal. These should 
include more land reclamation than thus far 
undertaken either governmental private 
sources; regulation wages and working 
conditions practice well theory for 
agricultural laborers, especially the 
reform farm tenancy contracts, long 
discussed Parliament without agreement, 
and greatly overdue. Industrial develop- 
ment remains the most important means 
aiding the various agricultural programs 
providing employment industry for some 
the excess people the land. The creation 
small holdings must always addition 
rather than substitute for the absorption 
the unemployed industry (67). Nor can 


land reform alone accomplish political mir- 


(65) Cf. Electoral data, anno No. 
67. For discussion lessened Communist strength land 
reform communities, see Compacna and 
Geografia delle elezioni italiane dal 1946 
(Bologna), May 1954. 

(66) ibid. and Vincent Barnett, Competitive Coexi- 
stence Italy, June 1955, Science Vol. 
LXX, No. 1955, 251. 

(67) Economic Survey Europe Since the War, United 
Nations, Department Economic Affairs (Geneva, 1953), 
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acles and its own unaided strength remove 
the incubus Communism. 

have increased productivity coun- 
try which needs all possible production; 
have extended the cultivation 
merly barren and unyielding; have already 
secured some positive political effects; have 
strengthened the Italian peasantry least 
parts the country these alone make the 


reform worth while, despite its great financial 
cost. The most important achievement the 
whole land reform program date cannot 
measured milliards lire, for is, 
must inevitably remain, psychological 
and especially human terms. 


Perry Carey 
ANDREW GALBRAITH CaREY 


Planning the Mechanization the Bank 


its task improving procedures 
work and introducing new methods 
bank, for more efficient and economical ope- 
rations, the management faced with the 
following alternatives: (a) leaving things 
they are, (b) applying new method 
new combination methods requiring more 
modern equipment immediately gradually 
the future, (c) using only such new equip- 
ment and such quantities will improve 
efficiency certain degree and will pave 
the way more advanced equipment which 
expected present but will not available 
for some time, reducing minimum the 
cost adjustment. Decisions type, 
degree, and timing mechanization are made 
the management the basis the results 
experiments other banks and rough 
estimates costs, performance, and growth 
the institution, taking into account the 
size available funds. 

shown here how this important pro- 
gramming problem can set mathemati- 
cally with all possible details and requirements 
and can have exact solution (exact for all 
practical purposes) minimizing costs over 
predetermined period time. course, the 
solution only exact the data fed 
the problem are accurate. However, the 
estimated errors the data are not large, 
under most circumstances the solution may 
still relied upon working guide for 
the management planning. may 
worth stressing that, requiring certain ac- 
curate data and providing automatic 
solution for the most economical decisions 
made, the mathematical approach outlined 
here shifts the burden programming largely 
from top-level officials cost analysts and 
experts methods, producing the process 
coordinated survey banking operations, 
which are both desirable goals themselves. 


This approach based the method 
linear programming, very flexible tool which 
was developed mainly the United States 
after the war and has already found variety 
applications several disparate fields: eco- 
nomics, industrial technology, transportation, 
logistics, etc. (1). The name itself this 
method points out its basic assumption 
linearity, which means that all factors are 
assumed connected very simple 
way, such that their relationships may 
described straight lines ordinary dia- 
grams. the limitations linearity, 
opposed schemes more adherent reality, 
apply the commonly accepted considerations 
that general such assumption does not sub- 
stantially affect the results and that many 
instances, even more realistic non-linear 
approach and method solution are found, 
the small gain the precision the results 
thus obtained would not justify the larger 
amount computations involved, there 
might greater chances for errors. 

Decisions concerning technical changes 
bank are obviously made looking ahead 
over period several years. The reader 
might object that there little sense bind- 
ing the management for several years 
solution which would probably become inef- 
ficient after some time under changing tech- 


(1) this matter see especially 

Dantzic, Maximization Subject Inequalities, and 
other papers, T.C. Koopmans, ed., Activity Analysis 
Production and Allocation, Cowles Commission Mo. 13, 
New York, John Wiley Son, 1951. 

Interdependent Activities, Econometrica July-Oct. 
1949. 

Linear Programming, New York, John Wiley Sons, 
1953- 

Application Linear Programming the Theory 
the Firm, Berkeley, University California Press, 1951. 
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nological conditions and discrepancies between 
expected and actual volumes business, even 
was optimum solution when was 
worked out. However, linear programming 
and any form sound planning ge- 
neral should revised often, adjust- 
changing conditions, although any single 
solution covers period several years 
take into account all possible elements known 
foreseen the time. The management 
might also find convenient some ex- 
ploratory work comparing programming solu- 
tions any one time under different 
hypotheses about processes, forecasts volu- 
mes operations, and available funds. 


table pages 158-159 describe such ap- 
proach. This form exposition was chosen 
for greater clarity and also because provides 
blue-print for any application, with the modi- 
fications which the particular case may call for. 
The figures entered the table were drawn 
from thin air and little effort was made 
present realistic proportions, beside the cha- 
racteristics relevant for illustrative purposes. 
Figures were replaced asterisks whenever 
they not seem relevant for the ex- 
position. For simplicity, our imaginary bank 
has only three functions checking accounts, 
commercial credits, and letters credit 
different kinds machines and labor are 
grouped into large classes, there are three 
different kinds processes, procedures 
work which may applied singly 
any combination and planning done over 
period only four years. Any practical 
application, the other hand, will involve 
larger number functions and break- 
down kinds machines, labor, and office 
space, and will span longer period time, 
maybe even taking intervals shorter than 
year within that period. 

the left the table are indicated the 
functions the bank, factors production, 
funds available for technical improvements, 
and costs; top the table are shown all 
possible activities the bank: forecasted levels 
operations, different processes, purchasing, 
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storing, selling machines, training and letting 
off employees, etc. The first four columns 
the table give initial conditions and require- 
ments which are satisfied the four- 
year period. Let assume that planning 
done the end 1955. Reading from the 
top down, the first column states that 1956 
there are foreseen checking accounts for 
average $853 million, commercial credits 
for $581 million, and letters credit for 
124 million. These figures are obtained 
market research, projection trends, and 
other methods forecasting. 1956 there 
will available 893 office machines 
practical application would advisable 
break down this group into 
typewriters, accounting machines, etc. 
complete set punched-card equipment, 
292,000 square feet office space, 2,327 
clerks, 187 junior executives, and 
fund $6.5 million for improvement the 
operations the bank. The next three co- 
lumns show the forecasted volumes bu- 
siness the subsequent three years and 
planned additions the reserve fund, 
$1.5 million 1957, etc. 

The fifth column shows the amount 
factors necessary for each $10 million 
checking accounts, applying the first process. 
Thus, for instance, takes 1,810 square feet 
office space and 16.41 clerks. These are the 
figures the rows marked «in» (input). 
The figures the out (output) rows in- 
dicate what left the end the year. 
The reduction machines from 4.43 
and office space from 1,810 1,600 square 
feet represents depreciation caused deteriora- 
tion and obsolescence machines and build- 
ings and includes maintenance, repairs —taken 
fraction the working capacity the 
factors while the reduction the number 
clerks from 16.41 13.19 the result 
their turnover which this example was 
taken approximately The bottom 
figure gives the total average sa- 
laries paid clerks ($2,400 and 
junior executives administering 
million checking accounts given year. 
Salaries include the employer’s contributions 
pension fund, social insurance, etc. They 
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only appear the row costs under the 
columns the processes, because the costs 
all relevant factors with the exception em- 
ployees are indicated the right-hand side 
the table. will noticed that men- 
tion made senior executives and 
number factors which are essential for the 
operations the bank and are important 
items costs, such postage, telephone and 
telegraph, stationery, travelling, legal 
etc. This because was assumed that the 
number senior executives does not change 
mew processes are applied the volumes 
business the bank vary within certain 
rather wide limits, and that the quantities 
used the above-mentioned factors are pro- 
portional levels operations the bank 
independently the processes being selected. 
Under such assumptions the number and sa- 
laries senior executives and the quantities 
and costs these factors are irrelevant for 
our problem. general all factors that are 
not affected the selection particular 
program should left out the analysis. 
Also advertising and other forms business 
promotion are neglected here because they 
simply affect forecasts volumes business, 
and they are not subject decisions concern- 
ing the technical organisation the bank. 

The subsequent columns under the pro- 
cess» headings are analogous. The three 
processes are supposed 
more advanced and the missing figures should 
reflect this situation: the second process uses 
larger proportion punched-card equip- 
ment than the first, and the third one intro- 
duces electronic equipment. Probably the se- 
cond and third processes will use smaller 
proportion clerks, office space, and also 
office machines. The third process assumed 
applicable, according reliable expectations, 
only the third year the plan. shows 
how foreseen innovations with the consequent 
risk rendering present processes obsolete 
may affect decisions concerning improvements 
operations. 

The remaining columns describe the activ- 
ities procuring, storing, selling equipment, 
procuring and selling office space and leaving 


office space idle, training and letting off 
employees, postponing expenditures new 
equipment and office space. the third 
these columns, for instance, the figure 
represents the average proceeds from 
the sale old typewriter, which are credit- 
the reserve fund and appear also 
negative costs. Similarly, the column under 
the heading training clerks shows that 
the average estimated that takes one 
fifth the time experienced clerk, for 
one year, train new clerk. Obviously the 
cost training clerk will 480.00 which 
one fifth the annual salary clerk. 
The coefficients the storage activities allow 
for depreciation, e.g. for buildings. The 
cost maintenance idle office space will 
negative i.e. income this space 
rented out. The purchase price equip- 
ment includes costs installation and 
getting the operations under way, which are 
high for punched-card and electronic equip- 
ment. The table can easily modified 
take into account also rented equipment and 
office space. 


The problem optimum program- 
ming keep discounted costs mini- 
mum the four-year period, satisfying all 
the present and forecasted requirements 
and conditions stated the table, including 
the condition that level activity may 
negative. Even the framework the 
present oversimplified example the problem 
rather complicated and, not trivial, i.e. 
the data are not such yield solution 
inspection, mathematical method 
required for its solution. The solution will 
determine the level each column, represent- 
ing activity the bank, with the excep- 
tion the first four columns that are fixed. 
The level each activity expressed 
variable top the column, which 
multiplies each input coefficient the same 
column; the same variable taken the pre- 
vious interval, multiplies each output 
coefficient that column, because the output 
last year the input this year. Suppos- 
ing, for instance, that the optimum solu- 
tion only the second process applied 
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checking accounts the second year the 
plan, the level this activity will given 
have capacity handling checking accounts 
for 890 million; will use 2.68 office 
machines, 0.0033 sets punched-card 
equipment; 0.33 junior executives will 
appointed this activity, etc. The salaries 
paid employees working checking ac- 
counts will total 37,000 89, this second 
year. The reader with only general interest 
this paper may omit the following tech- 
nical discussion fine print. 


Mathematically, this problem the minimiza- 
tion linear function non-negative variables 
subject system linear difference equations. 
can proved that there unique, finite solution. 
Denoting each column the input coefficients the 
table leaving out the row costs and each 
column the output coefficients with the 
same subscript top the column, the pro- 
blem written compact matrix notation, 


(4) 


(t) (t) (t) (t-1) 


Where the rate discount, denotes the 
total costs buildings and equipment the end 
the planning period which are linear function 
the activity levels the last interval time 
for t=1, the first column the table; for 
t=2, the second column, etc.; the column 
the coefficients 1,000, 0.0011, 1.81, 16.41, 
0.73, the column the coefficients (0, 
4-43, 1.60, 13.19, 0.69, 0); etc. The equa- 
tions state that the output each function the 
bank and factors production any interval time 
equal the input the next interval plus con- 
stant given the columns requirements the 
table; and expenditure new equipment and new 
buildings must not exceed available funds any one 
interval. 

Some factors, such punched-card equipment 
and electronic computers, have large undivisible units. 
However, the solution will general call for frac- 
tions such units. The best way dealing with 
this complication explore the region the prox- 
imity the solution the points marked all pos- 
sible combinations the integers these factors, 
which are the nearest the fractional values deter- 


mined the solution. For instance, the solution 
quantity complete sets punched-card equipment 
2.6, the total costs should compared assuming 
use alternatively two and three sets, while varying 
levels activities satisfy all requirements. 
the solution determines also quantity 0.73 
tronic computers, total costs should compared for 
the four combinations two three sets punched- 
card equipment one hand, and zero one elec- 
tronic computer the other. general, these com- 
binations explored are 2", there are factors 
with large units. course, factors with large 
number undivisible units, such clerks, can 
rounded the next integer without any significant 
loss efficiency. 

Geometrically, the conditions the problem li- 
near inequalities define polyhedron hyper- 
space; one vertex the polyhedron gives minimum 
costs. Efficient methods computation aim fol- 
lowing the shortest path this vertex, moving along 
the edges the polyhedron. When factors with large 
undivisible units are present, the solution will move 
away from the vertex minimum costs point 
the edge this vertex, which insures minimum costs 
under the further condition that rules out fractions 
these factors. 


relatively small amount computations was devised 
Dantzig and known the simplex method. 
The computations are programmed routine form 
with built-in checks. Let the vector levels 
and the matrix the The system 
linear difference equations may written 


Ax =—a 
qd) (2) (2) 
—Bx +Ax =—a 
—Bx +Ax =—a 
(T) (T) 
—Bx +Ax =—a 


where the last interval time the planning 
period. our example the and B-matrices are 
order but any practical application they 
will larger, maybe order 15x40. Assuming 
planning extends over period six years, the ma- 
trix the above expression will then 240 
even larger. The solution the simple method for 
matrix such size involves large amount com- 
putations, even considering that these are much sim- 
plified the particular structure the matrix, with 
submatrices only along the diagonal. 


The computations would probably require 
over 2,000 man-hours, carried out with the 
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only aid desk computer. roughly 
estimated that the same work could per- 
formed the newest large electronic digital 
computers about four hours. least one 
American company, which sells the services 
these computers time basis; has already 
set the instructions given the machine 
for the solution 
blems and could find the solution the pre- 


without the long delay and additional ex- 
penses involved preparatory work for pro- 
blems never before tackled the electronic 
computer. the data the problem not 
vary much the time when the plan 
revised, the previous work could utilized 
cut down the number computations. 
Then, maybe desk computer would 
adequate. 


Banks Issue Italy 


The history the banks issue Italy from 
the Wars Independence the failure the 
Banca Romana and the organization the Bank 
Italy 1893 was the result, broadly speaking, 
two factors: the political one connected with the 
unification Italy; and the economic one, rooted 
the inadequate supplies capital and savings. 
these there pressed the financial requirements the 
Budget which had meet the emergency events 
national unification and the urgent social needs 
poor country, well the large demands for 
finance from private enterprise. 

While the political factor was the chief source 
the conflict between the supporters the principle 
plurality banks issue and the adherents 
the principle single bank, the economic factor 
explains the difficulties that beset the banks issue 
during last century and the main reasons causing them 
disregard the provisions the law and invest 
their funds illiquid assets. the political side 
the idea was use the plurality banks issue 
check, the monetary field, the public supre- 
macy Piedmont, represented the National 
Bank the Kingdom; the economic side the 
scarcity savings was wrongly thought due 
insufficiency means payment. During the 
early stages the Wars Independence, large-scale 
recourse was had short term rediscounting abroad, 
well new issue bank-notes; later on, from 
May 1866 April 1883, during the period 
inconvertible paper currency, the note circulation 
was enlarged beyond the limits allowed. Afterwards, 
when currency with metallic backing had been 
reintroduced, the unsatisfied demand for capital was 
met, from 1883 1885, recourse short-term 
foreign loans. Short-term debts were incurred and 
long-term investments made. The banks issue 
themselves were involved heavy illiquid invest- 
ments buildings and land. 

Guided Nardi, let now make more 
detailed examination these events together with the 


(*) This article intended call attention the work 
XIX, Turin, 1953, 436. This book describes the development 
the Italian banks issue 1893 when they underwent 
serious crisis and had reorganised. The analysis 
carried out the light the general principles which economic 
theory has established the basis experiences often widely 
different from those Italy. 


the XIXth Century 


measures that were taken regulate the currency and 
the banks issue. 

The introduction inconvertible paper money 
1866 had given formal recognition the existing 
disparity between the position the National Bank 
the Kingdom and the other banks. the case 
the former was recognized, connection with the 
loans made the Government, that its notes should 
inconvertible, besides being legal tender those 
provinces which the Bank had branches; while 
the case the other banks (the National Bank 
Tuscany, the Tuscan Bank Credit Industry and 
Trade, the Banca Romana, the Bank Naples and 
the Bank Sicily), their notes were only recognised 
being legal tender, always the provinces which 
the banks had branches. These banks were, that 
say, required convert their notes, demand, 
into notes the National Bank the Kingdom. 

The first systematic organisation the Banks 
issue, under the Act April, 1874, repealed 
all such distinctions. While, the one hand, 
expressly limited the issue privilege the banks 
already possessing it, thus giving rise violent cri- 
ticism Ferrara, the other hand, placed such 
banks formally equal footing. The six Banks 
Issue were associated Syndicate which took 
over the Government debt the National Bank. The 
Syndicate was authorised issue, amount 
billion lire against loans the Government, 
inconvertible notes its own, which were legal 
tender. The six banks were further authorised each 
issue its own notes (of special denominations, which 
were, rule, higher than those the notes issued 
the Syndicate), which were legal tender the 
provinces which the respective bank had branch 
offices. Later on, the legal tender notes were 
made convertible and replaced fiduciary circula- 
tion. Two limits were placed the issue bank 
notes; they were not exceed value three times 
the capital assets (paid-up capital and reserves) the 
bank, nor were they exceed three times its holdings 
metallic currency plus notes the Syndicate. The 
debts and sight liabilities the Banks Issue were 
held equivalent notes. The possibility exceeding 
the aforesaid limits was foreseen only exceptional 
cases and when authorised the Government; the 
excess, however, was not beyond per cent 
the capital, nor was last longer than three 
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months, and the respective profits were the 
Government. 

This first systematic law thus introduced two types 
note, circulating side side. The first were issued 
for the Government and were national and uncon- 
vertible; the second were issued finance trade and 
production, were legal tender only the territory 
which the respective bank issue operated, and were 
convertible into the first type during the period 
inconvertibility. The alternative between competition 
among banks issue, advocated Ferrara, and 
monopoly led what was described hybrid 
regime, because the note issue privilege was granted 
only the six banks mentioned above. 

From this time until the eve the reintroduction 
convertibility notes into metallic currency, the 
circulation expanded only slightly; the increase was 
confined the notes the National Bank the 
Kingdom, partly because the minor banks had the 
meantime withdraw their notes small denomi- 
nation, which were replaced the notes the Syn- 
dicate. The National Bank was already taking over 
the main functions bankers’ Bank, lending 
the other Banks Issue its own notes meet the 
requests made customers these for payments 
outside their territorial areas, and connection with 
the clearing between the various banks issue 
each other’s notes. During this period, moreover, the 
growth the currency circulation was mainly due 
the financing the Government and other 
public authorities; investments government securi- 
ties offered the attractive rate interest per cent, 
which led both the firmness the discount rate 
which also generally stood about per cent, and 
the preference among the banks issue for Go- 
vernment investments. its turn, the high official 
rate discount caused discounts distributed 
between the banks issue and the ordinary banks 
manner which was the opposite the usual one; 
thus the better paper went the private banks which 
charged per cent, while accomodation bills and 
illiquid assets accumulated the portfolios the 
Banks Issue. 

The improvement the government finances and 
the foreign trade situation, along with optimistic 
forecasts about the future and the unshaken convic- 
tion that inconvertibility was evil which ought 
removed soon possible, led the enactment 
the Magliani Act 7th April, 1881, which wound 
the Bank Syndicate 30th June and debited the 
outstanding note circulation the Syndicate the 
account the Government. The Government was 
pledged withdraw against metallic currency first lot 
600 million lire such notes (most which was 
procured issuing loan); and the second lot 


340 million lire was withdrawn the course 
time the strength the Budget surplus. was 
also required that the banks issue should keep 
their cover reserves metallic money only, and should 
not convert their gold holdings into silver. April 12, 
1883, was fixed the date which the inconvertible 
paper currency regime should cease, and the exchange 
notes against metallic currency should begin. Though 
henceforth convertible, the notes were still recognised 
legal tender, that the legal discrimination bet- 
ween the notes according the area which the 
issuing banks operate, was maintained. 

The measure providing for convertibility was fol- 
lowed August another requiring that the me- 
tallic reserves the banks issue should consist 
two-thirds gold and silver, and exempting 
them from the necessity observing the maximum 
limit with respect capital assets which had pre- 
viously regulated their note issues, provided the addi- 
tional issue were fully covered metallic reserve. 
Thus, each bank came issue currency under two 
different headings which had accounted for 
separately: the first was backed metallic cover 
not less than one-third, while its volume, together 
with that other sight liabilities, was not exceed 
three times the capital assets; the second «addi- 
tional circulation which was also described un- 
productive was backed 100 per cent metallic 
cover. This provision made possible particularly 
for the National Bank the Kingdom and for the 
Bank Naples, whose notes were used more espe- 
cially for making distant payments, further enlarge 
note issues. Unfotunately, the new measure open- 
the way for the banks expand their currency 
discounting abroad. 

The premium gold, which had disappeared 
when the Bill for the abolition inconvertible paper 
currency was introduced, reappeared little more than 
year later, August, 1884, and soon rose under 
the pressure the adverse trend the balance 
payments and the changed attitude foreign coun- 
tries towards Italian investments. From then 
the Act August, 1893, which authorised the 
banks collect the premium from those who convert- 
their notes into metallic currency, the banks fol- 
lowed policy aimed discouraging various 
expedients those who sought convert their notes. 
Thus legal inconvertibility paper currency was re- 
placed after brief period convertibility, facto 
inconvertibility. 

This facto inconvertibility, which had the con- 
sent the Courts Law, enabled the banks not 
merely protect but even increase their reserves; 
but failed prevent the steady weakening the 
currency. Thus, the metallic reserves the banks 


— 
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and the Treasury combined fell from 1883 1893 
per cent; while the circulation, though, taken 
whole, had remained fairly stable per cent), 
had become much more largely liability the banks, 
result the gradual withdrawal the Treasury 
notes together with those formerly issued the Syn- 
dicate. The increase the metallic reserves the 
banks fell short the increase the volume their 
notes which replaced the Treasury currency the 
total money supply. Already, the second half 
1885, the bank circulation began expand unduly; 
increased beyond the limit three times the volume 
capital assets, and was without full cover. This 
became permanent condition and was sanctioned 
successive government measures until the passing 
the Luzzatti Act, June 1891; this extended 
the limit the productive circulation four times 
the capital assets, while preserving the limit three 
times the volume reserves. Decree 30th August 
1891 required the banks issue accept each other’s 
notes even the case optional transactions; the 
rules concerning the exchange notes between the 
banks were thus appreciably relaxed. These rules, 
which had constituted the last safeguard the cur- 
rency circulation, the hindrance excessive invest- 
ment illiquid asset and abuses, were now depriv- 
all practical effectiveness. 

The Alvisi-Biagini inspection 1889, the results 
which were not made public, discovered cash 
deficit million lire the Banca Romana, and 
the existence duplicate series notes. The sub- 
sequent inspection carried out the beginning 
1893 brought light serious irregularities the Banca 
Romana, consisting the absence many millions 


its notes which had been registered reserves 


order disguise the excess the circulation the 
one hand and cash deficit the other; also 
revealed that the Bank Sicily, the Bank Naples 
and the Banca Romana had inadequate cover reserves; 
that the National Bank Tuscany, the Bank Na- 
ples, and the Bank Sicily had disregarded the limit 
the ratio between currency and capital assets (in 
the case the Banca Romana this ratio had been 
exceeded nearly per cent); that the Banca 
Romana had issued duplicate series notes which 
had however withdrawn; showed frozen credits 
amounting average per cent the capital 
assets the six banks issue, and varying from 
minima and per cent for the Bank Sicily 
and the Banca Toscana Credito respectively, 
maximum per cent the case the Banca 
Romana; and appeared that per cent 
the capital assets the Banca Romana and the 
two Southern Banks, and per cent those the 
Banca Romana, were the form unsettled debts 


and renewable bills, and therefore doubtful sol- 
vency. 

avoid further worsening the monetary crisis, 
Giolitti was obliged ask Parliament vote bill 
granting government guarantee the bank notes 
which had been declared legal tender. the 18th 
January, 1893, the National Bank the Kingdom and 
the two Tuscan Banks signed, the request the 
Government, agreement providing for their amal- 
gamation and the formation the Bank Italy. This 
agreement was incorporated the Act roth August, 
1893; marked the end the Banca Romana, which 
was liquidated under Government supervision and the 
foundation the Bank Italy. 

This history, covering short span years but 
heavy with events, mistakes, crises and government 
action, leads the reader number considerations 
and conclusions. see Italy, elsewhere, the 
basic contrast between the principles the banking 
and currency schools. The former, mostly supported 
the banks, maintained that monetary stability was 
assured the nature the banking operation; the 
latter, which found expression the later rules for 
regulating the currency circulation, called attention 
the nature paper money substitute for metallic 
currency, and advocated strict rules limiting the cir- 
culation full partial cover ratios gold silver. 
Italy elsewhere see good intentions give way 
conflicting contradictory action the part 
the banks and the government action which soon 
frustrated the good that had been done. While, 
the one hand, was recognised that the best safeguard 
the note lay the nature the operation, the 
other there existed neither the will nor the ability 
limit the direct indirect accomodation given the 
Treasury, and discounts and other short-term accomo- 
dations were gradually replaced mortgage loans 
other long-term credits granted commerce and 
industry and used finance investments land and 
buildings. The currency, being based illiquid 
only semi-liquid transactions, lacked the indispens- 
able elasticity. was then thought that the metallic 
cover would sufficient render paper money 
sound currency, adequate volume the needs 
trade and production; first the minimum ratio 
the metallic cover was fixed one third the cir- 
culation, and, later on, under the influence the 
growing demand, partially speculative nature, for 
funds, the authorities allowed the other limit, namely 
the ratio capital assets, set aside, provided 
there was full metallic cover. But the inelasticity that 
this rule conferred the circulation was once evad- 
large-scale recourse discounts and foreign 
short-term loans. the unstable proceeds these 
transactions domestic circulation, large measure 
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inelastic, was built for financing transactions many 
which were rash. The rule was formally respected, 
but this obedience the rule had nothing common 
with the economic considerations which had given rise 
it. When the loans were called the foreign 
banks, the Italian banks issue found themselves 
unable withdraw the notes that had been issued 
their strength; this gave rise excess cir- 
culation and capital assets four one. 

Nardi defines the regime that prevailed after 
the Act 1874 one limited competition bet- 
ween the banks issue. the present writer 
seems that might better define system 
monopolistic competition with marked 
features. This mere difference words, but 
difference emphasis two special aspects; that 
the limitation the issue privilege six banks only, 
and that the marked disparity between one bank 
and another: between the National Bank the King- 
dom and, great distance, the Bank Naples 
the one hand and the other four the other. 

The very nature the service rendered, i.e. the 
issue currency and the steady process unification 
the Italian regions, were steadily accentuating the 
difference between the banks issue, conformity 
with inevitable historical process which went 
through its first stage 1874, and its second 1893 
and reached its third and last 1926, when monopoly 
the note issue privilege was conferred the Bank 
Italy. Legislative rules did nothing and could 
nothing prevent the centralisation the note issue, 
first few banks and later single bank. 
cannot therefore agree with Nardi when blames 
the 1874 Act for not abolishing the disparities between 
the several banks. 

matter fact, the law could not have abolish- 
existing disparity between the banks unless 
had also discriminated against the strong, and fa- 
vour the weaker banks, granting the latter pri- 
vileged position over the former. 

But there would have been justification, either 
political economic, for such action and, wisely 
enough, effort was made that direction. the 
other hand, the action taken the Government 
favour the weaker badly managed banks, instead 
having the beneficial effects that had been hoped 
for, was positively harmful. The Government was 
wrong failing arrest mistaken policies the 
start, allowing them degenerate into crises. 
Nardi rightly speaks again and again the disastrous 
consequences the limitations placed the exchange 
bank notes between the several banks issue: 
first 1866 when was provided that the amount 
the notes and credit instruments that the Na- 
tional Bank the Kingdom could present daily for 


clearing each the other banks issue was not 
exceed one twelfth their respective metallic re- 
serves; the second time 1874 when was decided 
that the clearing should take place only Thursdays 
with settlement the differences between debits and 
credits being made either inconvertible currency 
orders, payable within not more than days; 
and the third and last time 1891, when the situa- 
tion was already unsound and the limitations were 
imposed order avoid the outbreak serious 
crisis. This last intervention amounted the facto 
abolition the obligation the banks issue 
exchange their notes; for provided that the exchange 
would take place every ten days and only for those 
notes that could offset against one another, and 
empowered the creditor bank put back into circula- 
tion the notes the other banks which still held. 

Ferrara, his publication questione dei banchi 
Italia, had advocated that the right conferred 
all banks, least all those certain eco- 
nomic importance, issue fiduciary notes with the 
obligation exchange. 

Instead this, Parliament first limited the issue 
privilege six banks only; then Parliament and the 
Government suppressed first the exchange these 
notes when presented private persons, and later 
the reciprocal exchange between the banks. com- 
parison the warnings given Ferrara with the 
events that occurred 1893 might lead identify 
the reasons for the crisis with the failure act 
Ferrara’s suggestions. The facts were, however, quite 
different. If, indeed, the Act 1874 limited the 
number the banks issue, the subsequent pro- 
visions were not aimed against plurality. Free com- 
petition would have led more quickly and inevitably 
monopoly; and the action the public authorities 
sought hinder this reduction the number 
note-issuing banks from several one only. 

Undoubtedly would have been better the 
authorities had not intervened; but the attitude 
mind those most closely concerned was not pre- 


for this course, and the men government and 
did not perceive the essential difference that 


exists between the exercise the note issue privilege, 
which should vested single institution and the 
exercise other banking operations which should 
carried many. They did not perceive that the 
problem creating equality credit conditions 
various parts the country not problem inde- 
pendent note issues, but one providing credit facili- 
ties and making public investments with the purpose 
directing capital towards those regions that are 
economically depressed backward. 
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ITALIAN BUDGET SUMMARY 


(milliards lire) Table 
Current capital (a) Current capital (a) Current capital Total 
1953-54 2,000 338 2,325 182 |—325 +156 
(a) Current revenue (or payment) and movement capital; year account and arrears. 
(b) Revised. 


(c) Estimates. 
Sources: Conto Riassuntivo del Tesoro; Report Italy’s Economic Situation 1954, submitted the Parliament the 
Minister the Budget, On. Vanoni, March 31, 


ITALIAN BUDGET SUMMARY FINANCING CASH DEFICIT 


(millions lire) Table 
Interest bearing Cassa DD.PP. and 


(a) Current revenue and expenditure and movements capital. 
(b) Receipts and payments year account and arrears; current revenue and expenditure and movements capital. 


(c) For more than 90%, with Cassa Depositi Prestiti (Cassa DD.PP.) which collects the deposits the Postal 
Savings Banks. 

(d) Debits and credits with agencies and other public bodies. 

Revised. 

Source: Conto riassuntivo del Tesoro. 


ITALIAN DOMESTIC PUBLIC DEBT 


Bed debt debt Total Trea- public debt 


3,110 | 9329 


(a) Revised. 
Source: Conto riassuntivo del Tesoro. 
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DEPOSITS AND CURRENT ACCOUNTS ITALIAN BANKING SYSTEM AND POSTAL SAVINGS BANKS 
(index numbers, Table 


Mil- Mil- |Index| Mil- Mil- deposits and 


(a) The data refer banks (commercial and savings banks) which hold about 99% the total deposits collected all 
banks. 
(b) Inter-bank current accounts are excluded. 


Source: Bollettino the Bank Italy. 


DEPOSITS, CURRENT ACCOUNTS AND ASSETS ITALIAN BANKS (a) 
(millions lire) Table 


| 


Amount outstanding 


Fixed deposits with the Treasury and 


Index Numbers: 31-12-1948 100 


Deposits and current accounts. 257.4 257-6 265.1 276.0 294.2 299-1 303-9 
Cash and sums available 212.4 170.7 238.2 209.9 202.5 
deposits with the and 
Government Securities 184.8 199-4 206.8 222.9 224.6 
deposits and current a/cs 
Fixed deposits with the and 
Government Securities (b) 19.6 20.5 20.2 19.6 20.2 20.1 


(a) The data refer 365 banks (commercial and savings banks) which hold about the total deposits collected all 
Italian banks. 

(b) Treasury bills and other Government securities. Nominal value. 

(c) Includes: bills hand, rediscount the Bank Italy, contangoes, advances, current accounts, credits abroad, loans recov- 
erable salaries, credits note hand, mortgage loans, current accounts with sections for special credits, non-Government secu- 
rities, participations. 

(d) Provisional. 

Source: Bollettino the Bank Italy. 
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NOTE CIRCULATION, PRICES, WAGES AND SHARE QUOTATIONS ITALY 
(Index Numbers, Table 


Wholesale prices (c) 


(a) End year month. Includes: Bank Italy notes and Treasury notes; Bollettino the Bank Italy; (c) Bol- 
lettino Mensile Statistica issued the Central Institute Statistics; (d) Business Statistics Centre Florence; Provisional. 


PRICES AND YIELDS ITALIAN SECURITIES MAIN CATEGORIES 
(annual monthly averages) Table 


Government Securities 


Consolidated Redeemable 


Shares 
g-year Treasury 
Bonds Average 


Year month 


mumber per number per number per an- number per an- 


(index (per cent 


number per an- 
99-8 6.36 85.6 6.18 88.2 6.18 2,425-9 6.38 
September 89.1 6.35 84.9 6.23 87.6 6.22 2,724.8 
December 88.9 6.37 84.9 6.23 87.6 6.22 3,089.7 5-04 
| 
1955 March 87.1 6.50 83.2 6.36 85.8 6.35 5-07 
98.2 5.50 87.6 6.46 83.0 85.7 6.36 3,562.7 
Source: Bollettino Bank Italy. 
WHOLESALE PRICES GROUPS COMMODITIES 
(Index Numbers, 1938= Table 
Textiles and and engi- materials Glass 


Source: Mensile Statisuca. 
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WAGES AND SALARIES ITALY 
(gross retributions inclusive family allowances) 


(Index Numbers, 100) Table 
1954 
Agriculture 8,794 8,884 8,920 8,920 8,920 
Government Civil 
j 


(a) Administrative grade; (b) Executive grade; (c) Clerical grade. 
Source: Bollettino Mensile Statistica. 


NATIONAL INDEX LIVING COST 


Year month All Items Foodstuffs Clothing Housing Miscellaneous 
H 5 

5,654 6,680 6,224 4,091 1,720 
5,806 6,875 6,308 1,826 5,640 
5,693 6,708 6,306 4,082 1,804 5,598 
5,850 6,948 6,310 4,071 1,818 5,626 
September 5,857 6,950 6,304 1,841 5,660 
December 5,882 6,970 6,310 4,069 1,878 
5,880 6,955 6,301 4,058 1,920 
6,023 6,288 4,071 1,973 
6,001 6,281 4,087 1,973 
6,011 7,087 6.281 2,276 
September 7,056 6,277 4,080 2,276 5,760 
Source: Bollettino Mensile Statistica. 
PERSONS REGISTERED LABOUR EXCHANGE OFFICES (*) Table 
1954 - » » | 
1,193,093 614,610 53,670 42,511 2,037,395 716,620 


(*) the between actual unemployed and persons registered Labour Exchange Offices, see, 
Unemployment Statistics with Special Reference Southern this Review, No. 21, 1952. 

Unemployed workers who were previously employed. (b) Young persons under years age, and other persons 
search their first employment, discharged from the armed forces. (c) Women house work who are their 
first employment. (d) Pensioners employment. Employed workers search other employment. 

Ministry Labour. 
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ITALIAN INDUSTRIAL PRODUCTION INDEXES 


Dec. 198 114 184 189 180 190 288 206 228 


Source: Bollettino Mensile Statistica. 


ITALIAN CONSUMPTION SOLID AND LIQUID FUELS, ELECTRIC ENERGY AND NATURAL GAS 
(bituminous coal equivalent thous. metric tons monthly averages) Table 


Index numbers 1938 


| 
| | 
1952 1953 1954 


808 764 760 780 84.1 79-5 81.2 
(a) the basis the first nine months. 
Source: Quarterly Statistical Bulletin the USOM. 
SELECTED BUSINESS INDICATORS 
Index Numbers, 1948 (annual average)= 100 
385.8 206.3 135-7 529.0 400.2 212.8 
164.6 882.9 254.8 261.1 126.7 


Source: Centro per Statistica Aziendale. Firenze. 
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ITALY’S IMPORTS AND EXPORTS, 1954 


(millions lire) Table 
Source: Statistica del Commercio con 
MIGRATION MOVEMENT FROM ITALY: 


1950 


Index Number 


| | 
Source: Compendio Statistico Italiano, 1955. 
EXCHANGE RATES ITALY 
(Italian lire for one unit foreign currencies) Table 


1.78 12.50 120.78 87.48 


1.78 120.78 87.48 


(a) Italcambi buying rate. 
Source: Bollettino the Bank Italy. 


90.46 164.44 
90.46 164.44 


| 


148.79 
148.79 
148.79 
148.79 
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NUMBER MOTOR VEHICLES ITALY: 1950-1954 Table 
| | 
Index Number 
per one 
' i 
Freight motorcars 40,916 54,298 64,868 80,017 102,378 250 
Total three and two wheeled vehicles 693,120 1,396,736 |1,823,516 21.3 
(a) Provisional. 
(b) Number tractors per arable hectars. 
Source: Statistiche petrolifere italiane internazionali, 1954. 
RETAIL PRICES PETROL, KEROSENE, GAS-OIL AND FUEL-OIL 
(Value and percent each component part) Table 
Petrol Kerosene Gas-Oil 
Excice tax 63.5 80,000 60,000 59.3 3,100 20.0 
Other taxes 260 0.2 260 0.3 0.2 


(a) Italian lire per metric ton. 


Source: Statistiche italiane internazionali, 1954. 
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BANCA LAVORO 


BRANCHES ITALY 


SCHIO 

MERANO VERONA 

VICENZA 

TRENTO UDINE 

BRESCIA PADOVA 

MANTOVA MESTRE 

BERGAMO GORIZIA 

MODENA VENEZIA 

TRIESTE 

CREMONA OTTOM. CHIOGGIA 

MILANO CHIOGGIA 

PAVIA FERRARA 

RAVENNA 
TORINO 
CORTEOLONA RIMINI 
STRADELLA RICCIONE 
CUNEO PESARO 
VOGHERA FANO 
SAVONA SENIGALLIA 
SAMPIERDARENA ANCONA 
CASTEGGIO URBINO 
GENOVA 
PIACENZA PORTO 
FIORENZUOLA D'ARDA CIVITANOVA 
PARMA MACERATA 
CARRARA FERMO 
REGGIO EMILIA PORTO 
LUCCA S.BENEDETTO DEL 
PORTO TORRES FABRIANO 
ALGHERO PICENO 
LECCE 
LIVORNO BARI 
MONSUMMANO PESCARA 
LANCIANO 
PRATO CHIETI 
FIRENZE TERAMO 
GROSSETO CORIGLIANO 
CROTONE 
PERUGIA NOLA 
CIVITAVECCHIA COSENZA 
FOLIGNO SALERNO 
ROMA FRATTAMAGGIORE 
LATINA ROSARNO 
SULMONA REGGIO CALABRIA 
BENEVENTO MESSINA 
PALERMO CATANIA 


DEPENDENCIES ABROAD 


PARIS Rue Paix FRANKFURT a/M Eschersheimer Landstrasse 
RIO JANEIRO Rua Visconde 134 


Branch Spein: MADRID Calle Principe, 


